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REINVENTING  GOVERNMENT:  USING  NEW 
TECHNOLOGY  TO  IMPROVE  SERVICE  AND 
CUT  COSTS 


THURSDAY,  DECEMBER  2,  1993 

U.S.  Senate, 
Subcommittee  on  Regulation 

AND  Government  Information, 
Committee  on  Governmental  Affairs, 

Washington,  D.C. 
The  Subcommittee  met,   pursuant  to  notice,  at   10:40  a.m.,  in 
room    SD-342,    Dirksen    Senate    Office    Building,    Hon.    Joseph 
Lieberman  presiding. 

Present:  Senator  Lieberman. 

OPENING  STATEMENT  OF  SENATOR  LIEBERMAN 

Senator  Lieberman.  Good  morning  and  welcome  to  this  hearing 
of  the  Subcommittee  on  Regulation  and  Government  Information. 
This  is  the  first  of  a  series  of  hearings  that  we  are  going  to  hold 
on  different  portions  of  the  Vice  President's  National  Performance 
Review  recommendations.  I  share  the  public's  enthusiasm  for  this 
project.  It  seems  to  me  that  it  is  high  time  that  the  Government 
followed  the  lead  of  private  industry  in  reexamining  how  we  do 
what  we  are  supposed  to  do  to  incorporate  the  best  new  manage- 
ment strategies  and  technological  resources  to  better  serve  our  cus- 
tomers. 

It  strikes  me  that  in  the  last  24  hours  I  have  been  involved  in 
activities  that  show  both  the  positive  potential  and  the  negative  po- 
tential of  the  new  world  of  technology  and  information  services. 
Yesterday  being  involved  as  one  of  the  high  points  of  my  Senate 
career  with  Captain  Kangaroo,  a  hero  of  my  earlier  life,  in  an  effort 
to  try  to  stop  some  of  the  outrageous  stuff  that  is  on  video  games, 
violent  and  sexually  abusive  video  games. 

Today  really  we  are  seeing  and  exploring  the  positive  use  of 
these  extraordinary  new  tools  that  technology  has  put  at  our  dis- 
posal. It  seems  to  me  that  one  of  the  most  exciting  and  forward 
looking  parts  of  the  National  Performance  Review  is  its  emphasis 
on  bringing  modern  technology  to  bear  in  running  our  Government. 
In  business,  technology  has  revolutionized  many  services.  All  of  us 
know  that  instead  of  having  to  make  it  to  the  bank  before  3  p.m, 
which  was  the  standard  of  not  so  long  ago  in  order  to  cash  a  check, 
we  now  have  24  hour  access  to  our  money  through  ATMs.  It  is  ob- 
viously not  the  most  complicated  use  of  technology,  but  it  has  made 

(1) 


a  profound  change  in  most  of  our  lives.  I  must  say  I  have  not  seen 
a  teller  face-to-face  in  years. 

Supermarkets  now  scan  for  prices  and  allow  you  to  pay  by  ATM 
or  by  credit  card.  I  have,  with  reference  to  our  previous  President, 
I  do  want  to  make  the  note  that  I  have  used  the  scanner  at  the 
supermarket  repeatedly.  Bills  can  be  paid  with  greater  speed  and 
reliability  and  often  at  lower  handling  cost  using  a  computer  and 
a  modem.  Federal  Express  uses  electronics  to  track  a  package  from 
pickup  to  delivery.  In  the  private  sector,  we  are  really  into  the  elec- 
tronic age  and  there  is  no  reason  why  the  Federal  Government 
should  not  just  be  joining  that  revolution  which  we  have,  but  really 
trying  to  lead  it  which  I  hope  we  will. 

As  in  business,  computers  in  modern  communications  provide 
new  ways  to  improve  Government  services,  cut  costs  and  make 
Government  more  convenient  and  accessible  to  the  public.  Consider 
a  few  examples  that  I  believe  we  will  hear  about  today.  One  is  food 
stamps.  Although  many  supermarkets  now  routinely  accept  credit 
cards  or  ATM  cards  for  payment,  in  many  jurisdictions  food  stamps 
are  still  distributed  through  paper  coupons.  The  cost  of  managing 
the  paper  flow  created  by  the  coupons  and  ultimately  making  pay- 
ments is  substantial. 

Paper  food  stamps,  as  some  of  you  may  know,  have  also  become 
a  substitute  for  cash,  for  currency,  in  drug  transactions.  An  elec- 
tronic food  stamps  card  could  cut  processing  cost  dramatically  by 
as  much  as  a  billion  dollars  over  the  next  5  years,  according  to  Ad- 
ministration estimates  and  the  drug  trade  would  lose  its  alter- 
native currency.  Electronic  filings  are  another  example.  Each  year 
individuals  and  businesses  have  to  complete  mountains  of  forms. 
Computers  and  electronic  filing  offer  the  potential  of  eliminating 
some  forms  all  together  making  it  easier  for  people  to  complete 
them  and  cutting  the  Government's  cost  for  processing  forms. 

The  cornerstone  of  all  of  the  health  care  reform  plans  that  have 
been  presented  is  reducing  administrative  by  moving  to  electronic 
claims  submission  and  processing.  Information  kiosk  or  Govern- 
ment service  centers  are  another  example.  One  of  the  most  con- 
founding problems  an  individual  or  a  business  person  can  face  is 
attempting  to  determine  what  services  the  Government  provides 
and  how  to  access  them. 

Congressional  offices  have  whole  staffs,  I  can  tell  you,  dedicated 
to  what  we  call  casework  which  remarkably,  to  me  in  my  time  as 
a  Senator,  I  found,  has  turned  out  to  be  mostly  helping  people  work 
their  way  through  the  Federal  maze.  In  Hartford,  where  my  State 
office  is  located,  there  are,  for  example,  40  different  Federal  Gov- 
ernment offices.  Now  hopefully,  with  computers,  you  can  literally 
do  the  walking,  and  we  have  the  potential  to  really  offer  the  public 
one-stop  shopping  for  Federal  services. 

Finally,  regulatory  assistance.  One  of  the  greatest  complaints  we 
always  here,  particularly  from  businesses,  is  that  without  hiring  a 
battalion  of  lawyers,  it  is  not  only  difficult  to  comply  with  the  regu- 
lations, it  is  sometimes  difficult  to  figure  out  which  ones  apply  to 
the  particular  business  and  what  they  must  comply  with.  Com- 
puter data  bases  offer  the  potential  for  agencies  to  provide  much 
more  targeted  compliance  assistance  than  ever  before.  For  example, 
a  simple  example,  some  laws  only  apply  to  businesses  that  have  a 


certain  number  of  employees.  A  computer  search  key  to  the  size  of 
the  company  could  help  a  small  business  person  identify  exemp- 
tions or  other  special  provisions  applicable  only  to  small  busi- 
nesses. 

So  I  believe  it  is  important  for  Congress  to  begin  actively  encour- 
aging Federal  agencies  to  take  advantage  of  new  technologies  to 
offer  better  service.  Improving  Government  service  and  perform- 
ance means  cutting  the  hassle  factor  of  dealing  with  the  Federal 
Government  and  modern  technology  gives  us  very  powerful  new 
tools  to  use  to  do  that.  Using  technology  correctly  can  give  us  the 
ability  to  bring  Government  closer  to  the  public,  to  make  it  more 
responsive,  and  in  the  process  to  cut  wasteful  spending. 

So  in  that  spirit,  I  look  forward  to  our  testimony  this  morning. 
First  we  are  going  to  hear  from  Sally  Katzen,  who  is  the  Adminis- 
trator of  the  Office  of  Information  and  Regulatory  Affairs  at  0MB. 
She  will  be  followed  by  Fred  Wood,  who  is  the  Project  Director- 
is  it  Wood  or  Woods? 

Mr.  Wood.  Just  one. 

Senator  LiEBERMAN.  Project  Director  of  the  Office  of  Technology 
Assessment,  a  recent  report.  Making  Government  Work,  Electronic 
Delivery  of  Federal  Services.  Our  second  panel  will  be  witnesses 
who  are  already  working  on  a  number  of  ways  Government  can  use 
technology  to  improve  services. 

I  have  also  been  asked  to  announce  in  the  spirit  of  the  topic  the 
testimony  from  today's  hearing  is  available  on  the  Federal  Bulletin 
Board  run  by  the  Government  Printing  Office.  Access  to  the  Fed- 
eral Bulletin  Board  can  be  gained  by  calling  202/512-1387. 

PREPARED  STATEMENT  OF  SENATOR  JOE  LIEBERMAN 

Good  morning.  Today  the  Subcommittee  on  Regulation  and  Government  Informa- 
tion holds  its  first  hearing  to  address  portions  of  Vice  President  Gore's  National  Per- 
formance Review  within  its  jurisdiction.  I  share  the  public's  enthusiasm  for  this 
project.  It  is  time  that  the  government  followed  the  lead  of  private  industry  to  reex- 
amine how  it  does  what  it  is  supposed  to  do,  to  incorporate  new  management  strate- 
gies and  better  ways  of  serving  customers. 

One  of  the  most  exciting  and  forward-looking  parts  of  the  National  Performance 
Review  is  its  emphasis  on  bringing  modem  technology  to  bear  in  running  our  gov- 
ernment. In  business,  technology  has  revolutionized  many  services.  Instead  of  hav- 
ing to  make  it  to  the  bank  before  3  p.m.  in  order  to  cash  a  check,  we  now  have  24- 
hour  access  to  our  money  through  ATMs.  Supermarkets  now  scan  for  prices  and 
allow  you  to  pay  by  ATM  or  credit  card.  Bills  can  be  paid  with  greater  speed  and 
reliability,  and  often  at  a  lower  handling  cost,  using  a  computer  and  a  modem.  Fed- 
eral Express  uses  electronics  to  track  a  package  from  pick-up  to  delivery.  In  the  pri- 
vate sector,  we  are  moving  into  an  electronic  age. 

There  is  no  reason  why  the  federal  government  should  not  be  joining  and  leading 
in  this  revolution.  As  in  business,  computers  and  modern  communications  provide 
new  ways  to  improve  government  services,  cut  costs,  and  make  government  more 
convenient  and  accessible  to  the  public.  Consider  a  few  examples: 

•  Food  Stamps — Although  many  supermarkets  now  routinely  accept  credit  cards 
or  ATM  cards  for  payment,  in  many  jurisdictions  food  stamps  are  still  distrib- 
uted through  paper  coupons.  The  costs  of  managing  the  paperflow  created  by 
the  coupons,  and  ultimately  making  payments,  is  enormous.  Paper  food  stamps 
have  also  become  a  substitute  currency  in  the  drug  trade.  An  electronic  food 
stamps  card  could  cut  processing  costs  dramatically — by  as  much  as  a  billion 
dollars  over  the  next  5  years,  according  to  Administration  estimates.  And  the 
drug  business  would  lose  its  alternate  currency. 

•  Electronic  Filing — Each  year  individuals  and  businesses  must  complete  moun- 
tains of  forms.  Computers  and  electronic  filing  offer  the  potential  of  eliminating 
some  forms  altogether,  making  it  easier  for  people  to  complete  then,  and  cutting 
the  government's  costs  for  processing  forms.  A  cornerstone  of  all  health  care  re- 


form  plans  is  reducing  administrative  costs  by  moving  to  electronic  claims  sub- 
mission and  processing. 

•  Information  Kiosks  or  Government  Service  Centers — One  of  the  most  confound- 
ing problems  an  individual  or  business  can  face  is  attempting  to  determine 
what  services  the  government  provides  and  who  should  be  contacted.  Congres- 
sional offices  have  whole  staffs  dedicated  to  casework,  which  as  often  as  not  is 
simply  helping  to  guide  people  through  the  federal  maze.  In  Hartford,  Connecti- 
cut, for  example,  there  are  40  different  federal  government  offices.  With  com- 
puters, your  fingers  literally  can  do  the  walking,  and  we  have  the  potential  to 
really  offer  the  public  "one-stop  shopping"  for  federal  services. 

•  Regulatory  Assistance — One  of  business'  greatest  complaints  is  that,  without 
hiring  a  battalion  of  lawyers,  it  is  difficult  to  determine  what  federal  regulations 
are  out  there  that  must  be  complied  with.  Computer  databases  offer  the  poten- 
tial for  agencies  to  provide  much  more  targeted  compliance  assistance  than  ever 
before.  For  example,  some  laws  only  apply  to  businesses  above  a  certain  size. 
A  computer  search  keyed  to  the  size  of  the  company  could  help  a  small  business 
person  identify  exemptions  or  other  special  provisions  applicable  only  to  small 
business. 

I  believe  it  is  important  for  Congress  to  begin  actively  encouraging  federal  agen- 
cies to  take  advantage  of  new  technologies  to  offer  better  service.  Improving  govern- 
ment service  and  performance  means  cutting  the  "hassle-factor"  of  dealing  with  the 
federal  government.  Modem  technology  gives  us  new,  powerful  tools  to  do  this.  Used 
correctly,  new  technology  gives  us  the  ability  to  bring  government  closer  to  the  pub- 
lic, to  make  it  more  responsive,  and  to  cut  waste. 

I  look  forward  to  our  testimony  this  morning.  First,  we  will  hear  from  Ms.  Sally 
Katzen,  Administrator  of  the  Office  of  Information  and  Regulatory  Affairs  at  the  Of- 
fice of  Management  and  Budget.  She  will  be  followed  by  Mr.  Fred  Wood,  project  di- 
rector of  the  Office  of  Technology  Assessment's  recent  report.  Making  Government 
Work:  Electronic  Delivery  of  Federal  Services.  Our  second  panel  will  be  witnesses 
who  are  already  working  on  a  number  of  ways  government  can  use  technology  to 
improve  performance.  We  will  have  Eliot  Gerson  from  the  Travelers  to  discuss  elec- 
tronic data  interchange  in  health  care,  David  Truax  from  the  Maryland  Electronic 
Benefits  Transfer  Project,  Carman  Nazario,  the  Delaware  Secretary  of  Health  and 
Social  Services  to  discuss  Delaware's  "one-stop  shopping"  program  for  family  serv- 
ices, and  Harold  Porterfield  whose  company  is  designing  a  database  of  state  and  fed- 
eral environmental  laws  and  rules  to  help  agency  officials  and  citizens  cope  with  un- 
derstanding environmental  laws. 

Senator  Lieberman.  Ms.  Katzen  and  Mr.  Wood,  welcome.  I  look 
forward  to  your  testimony. 

TESTIMONY  OF  SALLY  KATZEN,i  ADMINISTRATOR,  OFFICE  OF 
INFORMATION  AND  REGULATORY  AFFAIRS 

Ms.  Katzen.  Thank  you,  Mr.  Chairman.  I  would  note  as  a  per- 
sonal aside  that  I  had  not  realized  we  had  as  much  in  common.  In 
my  former  life  as  a  communications  lawyer,  one  of  the  high  points 
of  my  career  was  representing  Bob  Keeshan  (Captain  Kangaroo)  in 
a  hearing  regarding  advertising  of  children's  toys  on  television. 

Senator  Lieberman.  I  was  so  impressed  by  him  yesterday.  He  is 
an  extraordinary — he  is  a  very  fine  person  obviously,  and  at  a  time 
when  he  really  could  have  retired,  he  spends  a  lot  of  time  being  an 
advocate  for  children. 

Ms.  Katzen.  He  believes  very  deeply  that  values  can  be  instilled 
in  children  and  there  is  a  proper  way  of  going  about  doing  it.  He 
is  a  remarkable  man. 

Senator  Lieberman.  I  agree.  He  is.  Sally,  can  you  pull  the  mike 
close? 

Ms.  Katzen.  I  will  try.  Normally,  people  do  not  have  problems 
hearing  me,  but  I  will  begin  to  project. 


iThe  prepared  statement  of  Ms.  Katzen  appears  on  page  41. 


Senator  Lieberman.  There  is  a  little  background  noise  in  the 
room. 

Ms.  Katzen.  I  am  delighted  to  be  here  to  begin  what  I  hope  will 
be  a  continuing  dialog  with  this  Subcommittee  as  we  work  towards 
exploiting  the  use  of  information  technology  to  improve  the  delivery 
of  Government  services  to  the  public.  I  would  like  to  acknowledge 
that  I  am  accompanied  by  Bruce  McConnell,  sitting  directly  behind 
me,  who  is  the  Chief  of  OIRA's  Information  Policy  Branch  and  who 
has  day-to-day  responsibility  for  a  lot  of  these  issues. 

Our  office  is  charged  under  the  Paperwork  Reduction  Act  with 
providing  leadership  and  oversight  for  information  resource  man- 
agement activities  of  the  Federal  Government.  Since  I  have  been 
confirmed,  we  have  taken  a  number  of  steps  to  improve  the  Federal 
Government's  performance  in  the  information  area. 

One  of  the  most  important  projects  is  the  revision  of  OMB's  Pol- 
icy Guidance  on  Information  Resource  Management,  known  as 
OMB's  Circular  A-130.  We  issued  a  revision  of  the  provisions  v^th 
respect  to  information  policy  on  July  2,  1993,  and  a  notice  of  pro- 
posed revisions  of  the  provisions  affecting  Government  acquisition 
and  use  of  information  technology  on  September  10,  1993.  I  am 
hoping  that  we  will  have  a  final  revision  of  that  portion  shortly 
after  the  new  year. 

We  have  also  sponsored  with  GAO  a  series  of  pilot  studies  and 
evaluations  that  will  test  in  Federal  agencies  the  best  practices 
that  successful  private  sector  organizations  have  adopted  to  mod- 
ernize their  information  systems.  And  we  have  commissioned  an 
interagency  working  group  to  produce  a  plan  for  bringing  the  bene- 
fits of  electronic  mail  to  all  Federal  agencies. 

While  0MB  has  been  busy,  the  Administration  has  launched  two 
very  bold  initiatives — the  National  Information  Infrastructure,  or 
Nil,  and  the  National  Performance  Review,  known  as  the  NPR. 
These  initiatives  share  a  common  vision  that  has  two  components. 
First,  Government's  role  is  to  serve  the  public,  both  individually 
and  collectively  in  a  responsive  manner.  And  second,  information 
technology,  with  its  potential  to  transform  work  processes,  is  key 
to  achieving  substantially  improved  Government  service.  Neither 
the  NPR  nor  the  development  of  the  Nil  is  an  end  in  itself.  But 
they  are  important  because  they  are  part  of  the  Administration's 
commitment  and  innovation  in  using  technology  to  make  Govern- 
ment provide  services  better  to  the  public. 

This  morning,  I  would  like  to  use  my  oral  statement  to  elaborate 
on  our  vision  of  how  the  Government  can  benefit  from  technology 
and  change  the  way  it  does  business,  and  on  some  of  the  steps  that 
we  are  taking  to  make  it  happen.  I  have  provided  written  testi- 
mony which  I  hope  will  be  incorporated  in  the  record. 

Senator  Lieberman.  Your  statement,  as  well  as  the  statement  of 
all  of  the  other  witnesses,  will  be  in  the  record. 

Ms.  Katzen.  Thank  you.  With  respect  to  the  Nil,  it  is  critical  to 
remember  that  the  Nil  will  be  designed,  built,  owned  and  operated 
by  the  private  sector.  Government's  role  is  to  forge  partnerships 
with  academia,  with  private  industry,  and  with  nongovernmental 
organizations.  It  is  to  create  a  policy  and  legal  environment  that 
fosters  the  Nil's  development  and  evolution.  And  it  is  to  act  as  a 
model  and  a  leader  in  using  the  infrastructure  to  provide  service 


in  a  user-friendly  manner.  The  Nil  will  succeed  only  if  it  is  built 
upon  a  partnership  with  the  various  stakeholders,  along  with  a 
Government  that  is  committed  to  deployment  of  an  advanced,  rapid 
powerful  infrastructure  accessible  and  accountable  to  all  Ameri- 
cans. 

To  carry  out  the  work  of  the  Nil,  the  Administration  has  estab- 
lished the  Information  Infrastructure  Task  Force  which  is  chaired 
by  the  Secretary  of  Commerce,  Ron  Brown.  It  has  three  committees 
which  are  focusing  on  telecommunications  policy,  information  pol- 
icy— and  that  is  the  committee  that  I  chair — and  applications  auid 
technology.  On  September  15,  we  released  the  Administration's 
"Agenda  for  Action"  which  articulates  clearly,  and  I  believe  persua- 
sively, the  vision  of  the  Nil.  In  addition,  the  President  has  estab- 
lished an  Advisory  Council  which  the  IITF  and  its  committees  will 
use,  along  with  other  mechanisms  to  solicit  meaningful  public 
input  and  to  ensure  that  we  have  heard  from  all  interested  parties. 

A  successful  Federal  effort  to  promote  the  development  of  the  Nil 
requires  a  Government  that  can  model  best  practices,  administer 
programs  efficiently,  and  develop  effective  policies.  Enter  the  NPR. 
Reinventing  Government  is  an  enormously  complex  undertaking.  It 
begins  with  leadership,  not  technology.  But  technology,  because  it 
can  break  down  bureau  and  agency  boundaries  and  can  offer  new 
ways  of  serving  the  public,  it  can,  and  we  believe  wall,  be  a  very 
powerful  tool  to  be  used  for  reinvention. 

The  Federal  Government's  track  record  in  integrating  informa- 
tion technology  into  systems  supporting  its  operations  has  pro- 
duced some  successes  and  some  costly  failures.  Despite  spending 
$25  billion  in  fiscal  year  1993  on  information  technology,  tho  Fed- 
eral Government  has  lacked  the  strong  and  effective  leadership  re- 
quired to  assure  that  it  makes  the  most  of  these  resources.  LFntil 
recently,  we  have  operated  without  a  Government-wide  vision  or  a 
strategic  plan  on  the  role  of  information  systems  in  Government 
and  with  little  or  no  regard  for  possible  connections  among  various 
Federal  agencies  or  with  State  and  local  governments. 

Without  clear  direction  and  support  from  the  top,  individual 
agency  programs  tend  to  degenerate  into  loose  collections  of  inde- 
pendent systems  solving  unique  problems,  and  they  can  result  in 
automating,  rather  than  improving  upon,  the  existing  way  of  doing 
business.  In  the  past,  the  oversight  community  has  aggravated  this 
situation  by  overemphasizing  such  factors  as  the  acquisition  cost  of 
individual  IT  projects,  rather  than  their  effect  on  program  delivery. 

Effective  leadership  should  foster  the  analysis  of  work  processes 
and  the  formulation  and  strategic  plans  that  integrate  information 
technology  with  agency  missions.  Not  surprisingly,  "Leadership," 
including  stronger  leadership,  particularly  from  0MB,  is  the  first 
category  of  the  NPR  recommendations  on  information  technology. 
The  IITF  will  be  an  important  part  of  this  leadership.  And  consist- 
ent with  the  recommendations,  a  working  group  within  the  IITF 
Applications  Committee  will  do  what  is  necessary  to  implement  the 
specific  information  technology  recommendations.  Those  rec- 
ommendations comprise  the  second  group  of  the  recommendations 
from  the  NPR,  and  we  have  grouped  them  together  under  the  title, 
"Electronic  Government." 


I  would  like  to  use  the  time  this  morning  to  touch  very  briefly 
on  just  two  of  the  many  recommendations.  First,  NPR  has  enthu- 
siastically endorsed  electronic  benefit  transfer  or  EBT.  This  is  an 
extension  of  the  idea  first  popularized  in  electronic  banking  which 
you  referred  to  in  your  opening  statement.  As  you  noted,  auto- 
mated teller  machines,  plastic  access  cards,  and  bank  wire  net- 
works now  are  commonplace.  As  you  also  noted,  provision  of  Gov- 
ernment benefits  still  rehes  on  paper  based  systems  such  as 
checks,  vouchers  or  coupons.  In  the  food  stamp  program  that  you 
mentioned,  there  are  over  26  million  monthly  recipients  and  the 
Government  spends  $400  milhon  annually  just  to  print,  distribute 
and  ultimately  destroy  stamps. 

EBT  adopts  commercial  electronic  payment  practices  for  the  de- 
hvery  of  Government  assistant  services,  enabling  benefits  to  be 
transferred  electronically.  I  note  that  on  the  second  panel  this 
morning,  you  will  be  hearing  more  about  the  State  of  Maryland's 
EBT  project.  I  would  like  to  tell  you  very  briefly  about  the  status 
of  the  EBT  project  at  the  Federal  level. 

OMB,  under  the  direction  of  Phil  Lader,  the  Deputy  Director  for 
Management  of  OMB,  has  created  an  EBT  task  force  consisting  pri- 
marily of  representatives  from  OMB,  USDA,  HHS,  Treasury  and 
Education,  with  other  agencies  participating  as  needed.  The  task 
force  is  charged  with  assessing  the  ability  of  a  nationwide  EBT  sys- 
tem to  enhance  the  quality  of  service  to  beneficiaries  and  to  im- 
prove the  efficiency,  efficacy  and  security  of  benefits'  programs.  The 
task  force  initially  consists  of  four  work  teams  examining  issues  re- 
lated to  the  development  and  operation  of  a  national  EBT  network 
in  the  following  areas:  banking  and  financial  services;  program  in- 
tegration; budget  and  finance;  and  communications,  including  out- 
reach to  both  users  and  retailers.  A  report  will  be  delivered  to  the 
Vice  President  in  March  which  will  detail  Government-wide  EBT 
goals,  performance  standards  and  implementation  schedules. 

Senator  LiEBERMAN.  This  goes  well  beyond  the  food  stamp  area? 

Ms.  Katzen.  It  will  indeed.  The  notion  is  to  see  whether  we  can 
create  a  prototype  of  a  multistate,  basic  system  which  can  be  ex- 
panded for  all  benefits  programs  and  f5r  all  Government  services, 
whether  it  be  benefit  or  welfare  type  payments,  that  would  be 
made.  There  already  are  steps  being  taken  in  terms  of  Government 
employees  with  their  payrolls  being  electronically  deposited,  but 
this  is  focused  more  on  the  relationship  between  the  Government 
and  citizens.  Our  hope  is  to  explore  a  prototype  and  have  it  avail- 
able by  early  1996.  OMB  is  to  be  the  leader  and  the  coordinator, 
eliminating  redundant  efforts  and  ensuring  efficient  use  of  re- 
sources, resolving  issues  that  adversely  affect  achievement  of  this 
project. 

A  second  initiative  under  "Electronic  Government"  is  electronic 
mail  known  popularly  as  E-mail.  E-mail  is  a  tool  to  foster  quick, 
efficient  coordination  on  an  intergovernmental  or 
intragovernmental  basis.  It  provides  rapid  communication  among 
individuals  or  groups  within  a  building  or  around  the  world.  It  has 
enormous  utility  and  has  been  greatly  exploited  in  the  private  sec- 
tor and  it  is  time  that  the  Federal  Government  comes  up  to  speed. 
One  example  of  how  E-mail  could  be  useful  in  helping  the  Govern- 
ment provide  service  to  the  citizens,  as  well  as  to  operate  more  effi- 
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ciently  internally  would  be,  for  example,  to  enable  a  physician  help- 
ing a  veteran  at  a  VA  hospital  consult  quickly  and  easily  with  an 
expert  researcher  at  NIH  about  a  medical  condition,  and  thus  pro- 
vide better  quality  care  to  the  patient. 

As  I  mentioned  earlier,  in  June  of  this  year  our  Office  estab- 
lished an  interagency  planning  task  force  to  improve  electronic 
mail  and  messaging  among  the  Federal  agencies.  The  task  force  is 
producing  a  plan  to  establish  a  Government  infrastructure  for 
interagency  electronic  mail  and  support  interaction  with  State  and 
local  governments.  Consistent  with  the  NPR's  emphasis  on  the  use 
of  interagency  task  forces,  chaired  by  one  of  the  affected  line  agen- 
cies, we  have  asked  the  Department  of  Health  and  Human  Services 
to  chair  the  task  force  with  support  from  GSA.  And  I  am  very 
pleased  to  report  that  they  have  gotten  started  quickly.  There  is  a 
series  of  milestones  which  are  set  forth  in  the  written  testimony, 
and  I  believe  right  now  we  are  ahead  of  schedule. 

Now  for  these  two  applications  and  many  others,  a  number  of  in- 
ternal improvements  are  needed.  And  this  leads  to  the  third  cat- 
egory of  NPR  recommendations — "Support  Mechanisms."  Included 
in  this  category  is  the  need  for  security  in  automated  systems,  a 
matter  long  of  interest  to  this  Committee.  As  we  develop  electronic 
Government,  we  will  need  to  assure  that  the  mandate  of  the  Com- 
puter Security  Act — to  protect  information  commensurate  with  the 
risk  and  magnitude  of  loss  or  harm  that  could  result — is  fulfilled. 
The  NPR  makes  a  number  of  specific  recommendations  in  this  area 
for  action  by  the  National  Institute  of  Standards  and  Technology, 
NIST,  working  together  with  0MB.  Their  purpose  is  to  ensure  that 
the  citizen  can  trust  that  the  information  they  provide  for  transport 
on  the  information  infrastructure  will  be  sent  where  and  when  they 
want  it  and  nowhere  else. 

All  of  this  activity  complements  OTA's  comprehensive  study  of 
this  issue.  The  OTA  report  found  that  IT  by  itself  will  not  guaran- 
tee improved  access  for  citizens  unless  other  factors  are  dealt  with, 
such  as  the  management  structure  for  Federal  IT  applications 
which  is  outdated  and  needs  to  be  redesigned;  the  telecommuni- 
cations infrastructure  which  needs  to  take  advantage  of  the  options 
now  available;  and  Federal  information  policies  which  must  be  up- 
dated to  reflect  changes  in  our  world. 

One  of  the  areas  that  is  mentioned  in  the  OTA  report  as  requir- 
ing additional  work  is  of  particular  interest  to  our  Office.  That  is 
the  area  of  privacy.  Americans  are  becoming  increasingly  concerned 
about  threats  to  their  privacy  resulting  from  wider  use  of  informa- 
tion technologies  to  collect,  maintain,  manipulate,  and  share  infor- 
mation. The  perception  is  that  existing  statutory  and  regulatory 
protection  may  be  lagging  behind  the  development  and  use  of  new 
technologies. 

So  consistent  with  NPR's  recommendations,  the  IITF's  Informa- 
tion Policy  Committee  is  developing  a  strategy — one  that  will  likely 
involve  legislation,  as  well  as  policy  and  technology — to  ensure  that 
the  privacy  of  individuals  is  protected  in  the  electronic  information 
age. 

We  believe  that  this  is  a  very  exciting  time;  that  the  Government 
of  a  few  years  from  now  will  be  very  different  from  today's  and  that 
effective  use  of  information  technology  will  be  integral  to  that 


change.  I  look  forward  to  working  with  you  and  this  Subcommittee 
as  we  help  create  the  Government  of  the  future.  I  will  be  pleased 
to  answer  any  questions. 

Senator  Lieberman.  Thanks  for  that  very  helpful  testimony.  Let 
me  just  ask  you  a  few  questions  before  we  go  on.  Mr.  Wood,  you 
mentioned,  I  believe,  that  $25  billion  will  be  spent  in  fiscal  year 
1993  on  information  technology.  Just  give  us  an  idea  of  what — I 
don't  expect  you  to  recite  every  item,  but  that  is  a  lot  of  money. 
What  kinds  of  expenditures  are  those? 

Ms.  Katzen.  They  consist  of  both  major  and  minor  projects.  One 
was  on  the  front  page  of  the  Washington  Post  this  morning — the 
use  by  the  IRS  of  information  technology  in  its  tax  system  mod- 
ernization program.  This  project  shows  how,  by  using  information 
technology,  the  IRS  is  improving  the  quality  of  data,  reducing  the 
number  of  errors,  and  using  some  of  the  people  who  have  been 
doing  sorting  and  coding  for  tax  enforcement.  This  increases  reve- 
nues received  by  the  Government  while  establishing  a  better  base. 

The  Social  Security  Administration  has  another  major  project 
which  is  designed  to  increase  its  ability  to  provide  better  services 
through  faster  claims  processing.  The  $25  billion  also  includes  indi- 
vidual line  items  for  the  host  of  Government  departments  and 
agencies,  all  of  whom  have  been  struggling  in  the  past  several 
years  with  their  information  technology  and  I  should  make  clear 
that  the  figures  include  not  only  capital  accounts  but  ongoing  oper- 
ational expenses  and  the  salaries  of  Federal  personnel  who  operate 
the  Government's  computers. 

I  am  not  the  only  one  who  arrived  with  this  new  President  to 
find  that  the  state  of  technology  was  appalling  compared  to  what 
I  had  experienced  in  the  private  sector.  Each  department — and  in 
some  cases  each  agency  in  each  department — had  created  its  own 
set  of  technology,  and  as  the  fiscal  year  came  to  an  end  and  they 
had  a  few  dollars  left,  or  many  dollars  left  in  their  accounts,  they 
would  buy  increments  for  the  existing  system — which  would  ex- 
pand that  system,  but  not  take  them  where  they  needed  to  be  2 
years  from  now,  5  years  from  now  or  10  years  from  now,  even  for 
their  own  purposes,  let  alone  to  relate  effectively  to  the  system  that 
was  in  the  department  next  door. 

Senator  LlEBERMAN.  So  one  of  the  changes  that  this  Administra- 
tion is  going  to  put  into  effect  is  to  develop  a  Government-wide 
plan,  the  way  a  large  corporation  would  do;  is  that  correct? 

Ms.  Katzen.  Yes,  that  is  one  of  the  primary  objectives. 

Senator  LlEBERMAN.  Through  the  use  of  information  technology? 

Ms.  Katzen.  Exactly. 

Senator  LlEBERMAN.  That  leads  to  this  question  which  is,  in  the 
application  of  these  new  technologies  is  our  aim  or  is  it  likely  that 
we  will  not  only  hopefully  improve  service  and  accessibility  to  it, 
but  are  there  savings  involved  here? 

Ms.  Katzen.  There  are. 

Senator  LlEBERMAN.  Are  we  deluding  ourselves  if  we  think  they 
are? 

Ms.  Katzen.  I  think  long  term  there  are  savings,  I  want  to  stress 
the  long  term  because  there  will  be  some  startup  costs  to  bring  our- 
selves to  the  modern  age  of  information.  I  referenced  in  my  testi- 
mony the  use  of  information  technology  to  redesign  work  processes 


10 

rather  than  merely  to  automate.  The  best  description  is  how  a  cow 
path  developed  because  one  cow  lying  under  a  tree  decided  to  go 
down  to  the  nearest  pond  to  get  some  water  and  just  ambled  along 
through  the  grass.  The  next  cow  followed  that  path  and  soon  you 
had  a  cow  path.  Now  with  automation,  do  we  want  to  just  pave 
that  cow  path  or  do  we  want  to  see  how  we  really  want  to  get  from 
here  to  there,  to  redesign  the  way  of  accomplishing  our  objectives? 

We  should  be  able  to  realize  savings,  because  technology  can  give 
us  better  ways  of  doing  the  same  function.  I  think  we  see  that  in 
the  IRS  effort,  where  they  are  using  the  information  technology  to 
improve  upon  the  receipt  of  the  information  and  then  they  are  rein- 
vesting those  savings  in  other  aspects  of  the  tax  system  to  make 
it  more  equitable,  more  fair  and  more  productive  for  the  American 
people.  So  you  might  not  see  the  savings  immediately;  in  fact,  I 
don't  think  you  will  see  the  savings  immediately.  And  you  may  not 
actually  see  the  savings  as  a  bottom  line  item  because  they  should 
be  reinvested  to  perform  the  job  better.  But  it  is  time  to  bring  in- 
formation technology  out  of  the  back  room  and  into  the  front  office 
where  it  can  be  used  to  implement  strategic  designs  for  agency 
missions. 

Senator  LlEBERMAN.  In  the  food  stamp  example,  I  presume  there 
is  some  potential  for  early  savings? 

Ms.  Katzen.  Yes. 

Senator  LlEBERMAN.  I  quoted  that  billion  dollar  savings  over  the 
5-year  period.  Do  you  have  any  idea  of  the  $26  million  approximate 
recipients  of  food  stamps  now,  how  many  of  them  or  what  percent- 
age are  receiving  those  stamps  in  paper?  It  is  the  vast  majority,  I 
guess? 

Ms.  Katzen.  It  is  the  vast  majority — over  90  percent. 

Senator  Lieberman.  That  is  fine.  Let  me  hold  the  rest  of  my 
questions  until  after  we  give  Mr.  Wood  a  chance  to  testify.  Thanks 
for  being  here  and  I  look  forward  now  to  hearing  from  you  particu- 
larly about  OTA's  report. 

TESTIMONY  OF  FRED  B.  WOOD,i  SENIOR  ASSOCIATE,  OFFICE 
OF  TECHNOLOGY  ASSESSMENT 

Mr.  Wood.  Thank  you  very  much,  Mr.  Chairman.  I  commend  you 
for  holding  the  hearing.  This  is  a  very  important  topic.  I  will  be 
basing  my  remarks  primarily  on  the  OTA  report,  "Making  Govern- 
ment Work,"  but  I  should  also  note  that  OTA  Hke  OIRA,  has  been 
in  this  business  for  a  long  time,  and  we  are  here  especially  to  help 
the  Legislative  Branch,  and  committees  such  as  yours,  work 
through  these  challenges  and  opportunities  over  the  next  months 
and  years. 

I  do  want  to  acknowledge  my  colleagues  who  worked  very  hard 
on  this  study — Emilio  Gonzales,  Tom  Hausken,  and  Jean  Smith — 
who  are  with  me.  And  we  certainly  hope  to  continue  to  work  with 
the  Committee  as  we  try  to  really  forge  a  new  direction  for  the 
Government  regarding  the  use  of  information  technology. 

Let  me  start  my  remarks  by  using  an  analogy.  I  think  that  you 
and  us  at  the  witness  table  and  everybody  in  this  room  who  are 
concerned  about  Federal  information  technology  and  policy  are  sit- 


iThe  prepared  statement  of  Mr.  Wood  appears  on  page  48. 
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ting  on  top  of  a  volcano  that  is  about  to  explode,  and  all  we  have 
to  do  is  look  at  today's  Washington  Post  to  know  why.  We  have  the 
story  about  the  IRS  modernization  plan  which  is  big  time  and  big 
time  change.  We  have  below  it  the  story  about  "credit  scam  targets 
mail  boxes  with  credit  cards."  And  anytime  we  start  moving  into 
electronic  benefit  transfer  and  other  electronic  delivery  mecha- 
nisms, we  need  to  be  very  wary  of  the  privacy  and  security  risks. 

We  have  back  on  the  Federal  page,  a  story  about  HUD 
reinvention.  And  finally  on  the  business  pages,  a  story  about  inte- 
gration of  cable  television  and  personal  computers  which  character- 
izes the  revolution  in  technology  that  is  really  sweeping  over  all  of 
us.  So  basically,  we  are  sitting  on  top  of  a  volcano  in  terms  of  Fed- 
eral use  of  information  technology  that  is  located  on  a  beach  where 
there  are  25  foot  waves  coming  in  at  a  rapid  clip  in  terms  of  the 
new  technology.  So  I  must  say  we  cannot  overemphasize  the  mag- 
nitude of  the  challenge  and  the  change  and  the  opportunities  that 
face  us.  That  being  said 

Senator  LlEBERMAN.  So  this  is  a  volcano  that  is  going  to  go  off 
anyway  or  begin  to  spew  lava  or  is  it  up  to  us  to — seriously,  is  that 
part  of  what  you  are  sa5dng,  that  is  happening  an3rway  or  is  it  real- 
ly up  to  us  to  try  to  lead  it  and  make  it  happen? 

Mr.  Wood.  We  are  at  a  crossroads.  Our  judgment  is  is  that  we 
are  beyond  the  point  of  no  return.  The  volcano  is  going  to  go  off. 
The  25-foot  waves  are  going  to  crash  onto  the  shore.  The  question 
is  what  kind  of  vehicle  in  terms  of  policy,  leadership,  training,  in- 
frastn^cture,  vision,  can  we  come  up  with  to  make  sure  that  we  are 
high  enough  off  the  ground  that  we  do  not  get  burned  and  that  we 
do  not  get  drowned  by  the  waves  coming  in.  But  it  is  a  massive 
situation  that  we  are  facing  here. 

Let  me  talk  very  briefly  a  little  bit  about  the  opportunities  and 
more  about  the  challenges  and  what  we  might  do  to  meet  those 
challenges.  OTA  certainly  concurs  with  many  others  that  there  are 
substantial  opportunities  in  this  area.  Clearly  electronic  delivery's 
time  is  here.  It  is  no  longer  a  blue-sky  proposition. 

Second,  the  technology  is  a  facilitator  now,  not  a  barrier.  The 
technology  makes  it  possible  to  decentralize  the  infrastructure  so 
that  all  of  America  can  be  involved.  We  found  in  our  study  by  trav- 
eling around  America  that  indeed  America  is  ready  for  electronic 
delivery.  That  is  a  very  important  finding,  because  previously  there 
was  a  prevailing  wisdom  that  computers  and  information  tech- 
nology are  really  just  for  the  computer  hackers  and  the  scientists 
and  researchers  and  that  sort  of  thing.  We  are  now  at  the  thresh- 
old of  making  this  a  technology  for  all  of  America,  and  we  found 
that  to  be  the  case  potentially  in  our  research. 

Finally,  as  you  have  noted  and  others,  the  potential  is  there  to 
use  the  technology  to  help  the  Government  work  better.  But  now 
let  me  turn  to  the  challenges  because  we  have  to  be  very  wary  of 
these  challenges.  This  is  not  going  to  happen  by  magic. 

No.  1,  widely  accessible,  affordable,  and  usable  electronic  delivery 
is  not  assured.  There  is  no  guarantee  that  is  going  to  happen.  This 
whole  development  could  exacerbate  the  gap  between  the  informa- 
tion haves  and  have  nots,  unless  we  are  very  careful  about  how  we 
do  this. 
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Second,  cost  effectiveness  is  not  assured.  There  is  a  potential,  but 
if  we  are  not  careful  this  could  end  up  being  cost  ineffective. 

Third,  as  Ms.  Katzen  noted,  the  Federal  management  structure 
needs  not  just  a  fine-tuning  and  minor  adjustment,  it  needs  a 
wholesale  revamping  and  that  is  not  going  to  happen  over  night 
and  it  is  not  going  to  be  easy. 

And  then  finally  again,  as  Ms.  Katzen  noted,  many  of  the  infor- 
mation and  telecommunications  policies  relevant  to  this  area  are 
obsolete  and  need  updating.  So  looking  at  the  total  package  of  chal- 
lenges, I  would  say  that  is  good  for  at  least  2  or  3  months  worth 
of  more  work  by  OTA  and  this  Committee  and  OIRA. 

Senator  Lieberman.  We  are  ready. 

Mr.  Wood.  Finally,  let  me  just  briefly  highlight  some  of  the  pol- 
icy leverage  points  that  we  think  warrant  serious  consideration  by 
this  Committee,  the  Congress  and  the  Administration.  There  are 
many  more  in  "Making  Government  Work,"  but  just  to  highlight  a 
few.  No.  1  is  grassroots  empowerment.  The  name  of  the  game  here 
is  to  improve  service  to  the  American  citizens.  We  believe  that  it 
is  essential  that  the  citizens  be  involved  throughout  the  electronic 
delivery  process,  and  we  suggest  that  that  actually  be  a  require- 
ment and  even  have  a  set-aside  funding  to  make  sure  that  the  ac- 
tual recipients  are  engaged. 

Senator  LlEBERMAN.  What  does  that  mean?  What  does  engage- 
ment mean  here? 

Mr.  Wood.  At  every  step  of  the  process.  For  example,  from  the 
earliest  point  in  planning  in  terms  of  say  a  community  workshop 
or  an  outreach  or  a  local  advisory  panel  that  might  bring  that  kind 
of  input  before,  not  only  before  decisions  are  made,  but  before  alter- 
natives are  finalized.  We  are  also  talking  about  including  the  pub- 
lic, if  you  wish,  integrally  in  the  pilot  testing  process,  in  the  evalua- 
tions of  those  pilot  tests,  so  that  we  get  the  direct  input,  because 
we  found  in  our  study  by  going  out  and  talking  to  grassroots  Amer- 
ica we  got  quite  a  different  perspective,  and  frankly  a  much  more 
optimistic  one  than  we  might  have  had  just  by  reading  the  trade 
press  or  the  academic  literature. 

Senator  LlEBERMAN.  Optimistic  in  a  sense  that  the  public  is  both 
ready  for  this  next  step  in  an  information  technology  age  or  opti- 
mistic about  what  it  is  going  to  mean  for  them?  Is  it  both? 

Mr.  Wood.  I  would  say  optimistic  No.  1,  in  the  sense  that  they 
are  ready  to  start  down  that  path,  to  use  the  technology.  They  are 
engaged,  whether  it  is  on  Indian  reservations,  inner  cities,  rural 
areas — you  go  around  to  the  schools  and  community  centers  of 
America  and  community  colleges  and  you  find  a  lot  of  activity  out 
there.  That  would  be  No.  1.  It  is  going  to  take  a  tremendous  edu- 
cational effort  by  the  Congress  and  the  Administration  to  help 
them  understand  what  the  potential  really  is  in  the  larger  sense. 
But  they  are  ready  in  terms  of  embarking  down  that  path. 

Just  a  few  other  policy  points  related  to  that  is,  second,  the  im- 
portance of  community  infrastructure  development.  That  is,  engag- 
ing, not  only  the  end  users  and  the  end  recipients  of  Federal  serv- 
ices, but  the  intermediaries  including  local  community  action 
groups,  including  local  government  and  State  Government,  schools, 
libraries,  those  sorts  of  institutions;  they  can  have  a  very  important 
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role  in  the  total  infrastructure  for  delivering  Federal  and  State/ 
local  services  electronically.  ** 

A  third  point  that  we  think  is  very  important  is  encouraging  in- 
novation now  at  the  Federal  level  which  parallels  a  suggestion  in 
the  NPR,  although  we  come  at  it  a  little  bit  differently.  We  are  sug- 
gesting the  possibihty  of  something  like  a  small  set-aside,  a  frac- 
tion of  the  percentage  of  every  agency's  information  technology 
budget  for  an  innovation  fund.  And  by  the  way  also  a  very  small 
set-aside  for  grassroots  empowerment  in  order  to  guarantee  that 
these  things  really  happen. 

Next  we  do  concur  with  the  importance  of  privacy  and  security. 
In  terms  of  an  information  policy  issue,  the  more  we  go  into  the 
electronic  delivery  of  personal  and  financial  information,  the  rnore 
we  have  to  be  very  concerned  about  security  and  privacy,  and  it  is 
our  view  that  again  it  is  not  just  a  matter  of  minor  tinkering  with 
existing  law.  We  believe  that  new  mechanisms  and  substantial 
changes  are  needed,  and  that  it  may  well  rise  to  the  level  of  the 
establishment  in  the  privacy  arena  of  some  kind  of  an  independent 
privacy  protection  board  or  commission. 

Two  other  points  on  policy  and  then  I  will  wrap  up.  One  on  agen- 
cy planning.  This  ties  into  information  management,  but  we  have 
been  doing  a  separate  study  looking  at  the  Social  Security  Adminis- 
tration, one  of  the  biggies  in  the  Federal  Government,  for  another 
committee,  and  they  are  struggling  with  all  of  these  issues  right 
now.  And  they  may  be  not  quite  as  far  along  as  the  IRS,  but  it  is 
extremely  difficult  to  shift  the  culture,  the  outlook,  within  the  Fed- 
eral agencies  to  a  new  orientation,  and  that  is  an  area  that  really 
needs  a  lot  of  attention  within  the  Federal  information  technology 
planning  arena. 

Final  point  that  I  will  make  on  policy.  Our  view  is  that  notwith- 
standing the  very  good  efforts  to  date  by  Ms.  Katzen  and  Mr. 
McConnell  and  others,  we  believe  that  the  Government-wide  enti- 
ties that  are  working  on  this  need  additional  resources  and  staff. 
We  do  not  believe  the  job  can  be  done  with  the  very  Hmited  re- 
sources and  staff  that  are  available  now.  Now  we  are  not  suggest- 
ing that  there  has  to  be  any  net  increase  in  staff  or  resources,  but 
a  redeployment,  a  major  redeployment  of  the  tens  of  thousands  of 
Federal  employees  involved  with  information  management  today. 
We  need  to  really  look  hard  at  how  to  get  a  much  higher  return 
on  the  current  staffing  deployment  in  the  information  technology 
area. 

In  conclusion  and  in  the  spirit  of  your  opening  remarks,  I  do 
want  to  announce  that  "Making  Government  Work"  is  the  first 
OTA  report  to  be  available  electronically  by  multiple  means.  The 
entire  report  is  available  on  the  FedWorld  Bulletin  Board  operated 
by  the  National  Technical  Information  Service.  The  report  is  also 
available  for  downloading  from  OTA's  own  server,  and  it  has  also 
been  loaded  on  the  Americans  Communicating  Electronically  server 
which  is  operated  by  the  United  States  Department  of  Agriculture 
Extension  Service.  And  I  was  advised  today  that  America  OnLine 
has  loaded  this  document  in  the  White  House  Forum  Section  just 
to  make  sure  that  enough  people  at  1600  Pennsylvania  Avenue  pay 
attention. 
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So  with  that  I  will  conclude  my  opening  remarks  and  again  com- 
mend you  for  this  hearing,  what  I  hope  is  a  first  step  in  a  long  and 
hard,  but  hopefully  very  successful  process. 

Senator  Lieberman.  Thank  you.  Thanks  for  an  excellent,  very 
helpful  report.  Let  me  go  back  to  one  thing  you  said  during  your 
testimony  and  just  ask  you  to  draw  it  out  a  little  bit  more,  in  a 
little  more  detail.  That  one  of  the  things  that  we  should  be  aware 
of  as  we  go  forward  into  the  new  age  is  that  we  do  not  inadvert- 
ently increase  the  gap  between  the  haves  and  the  have  nots.  Did 
you  mean  sort  of  information  technology  haves  and  have  nots  or 
more  in  an  economic  or  sociological  have  and  have  not  sense? 

Mr.  Wood.  It  is  really  both  because 

Senator  LlEBERMAN.  They  both  probably  overlap? 

Mr.  Wood.  Right.  As  we  have  found  by  looking  at  the  research, 
there  is  a  pretty  hard  correlation  between  socioeconomic  status  and 
the  ownership,  for  example,  of  personal  computers  in  the  home  or 
even  in  the  office.  And  it  ranges  from  at  the  lower  socioeconomic 
levels,  the  percentage  of  homes  with  personal  computers  is  5  to  10 
percent  range  or  less,  whereas  you  go  to  the  higher  socioeconomic 
levels,  you  are  talking  50,  60  percent  in  northern  Virginia. 

Senator  Lieberman.  So  how  do  you  deal — in  other  words,  if  we 
begin  to  make  more  of  Government  accessible  through  technology, 
through  PCs,  for  instance,  and  obviously  PCs  cost  money  to  buy, 
how  do  you  avoid  increasing  the  gap  between  the  haves  and  the 
have  nots  without  buying  everybody  a  PC,  which  we  are  obviously 
not  going  to  do? 

Mr.  Wood.  I  think  that  is  where  we  get  into  a  number  of  things, 
one  of  which  is  the  national  information  infrastructure.  Clearly  a 
part  of  the  whole  piece  here  is  creating  the  larger  market  that  will 
drive  the  cost  of  PCs  down  and  that  is  where  we  come  into  the 
cable,  telephone  company  PC  issues,  that  are  now  also  on  the  con- 
gressional agenda  and  can  we  develop  in  effect  the  technology  plat- 
forms so  that  computer  networking,  for  example,  is  no  different 
than  touch-tone  service.  It  is  part  of  the  basic  telephone  service  or 
it  is  part  of  the  basic  cable  service.  That  is  one  part  of  the  answer 
to  your  question. 

But  from  the  Federal  Government's  point  of  view,  it  is  very  im- 
portant that  the  have  nots  in  society  be  an  integral  part  of  the  en- 
tire planning  and  development  process  and  that  special  measures 
be  taken  on  an  interim  basis,  not  as  the  long-term  solution,  but  to 
make  sure  in  pilot  tests,  for  example,  that  the  whole  spectrum  of 
America  can  participate. 

Senator  Lieberman.  Do  you  have  a  response,  Ms.  Katzen,  in 
other  words,  clearly  part  of  the  community  that  we  are  dealing 
with  is  a  community  in  need,  it  is  a  community  that  has  less  eco- 
nomically and  that  is  why  they  are  receiving  Federal  benefit  pro- 
grams. Now  that  is  one  group.  I  suppose  if  we  give  everybody  on 
food  stamps  a  card,  they  can  go  into  the  supermarket  just  the  way 
anybody  with  a  Master  Card  does  and  have  the  same  access  in  exit 
at  the  counter. 

Ms.  Katzen.  I  think  you  have  just  put  your  finger  on  it.  There 
are  different  haves  and  have  nots.  At  one  end,  there  are  those  who 
have  PCs  and  modems.  We  also  have  people  in  this  country  who 
do  not  have  touch-tone  service,  so  all  the  talk  about  using  a  1-800 
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number  and  then  just  inputting  the  information  through  the  touch- 
tone  dial,  does  not  work  for  everyone.  Indeed  we  also  have  people 
in  this  country  who  do  not  have  telephones  in  their  homes,  not- 
withstanding our  aspirations,  as  reflected  in  the  Communications 
Act  of  1934  and  all  the  policies  developed  thereafter,  on  universal 
service. 

So  you  have  technical  haves  and  have  nots.  There  are  also  haves 
and  have  nots  psychologically,  physiologically  and/or  attitudinally. 
I  think  our  generation  is  less  comfortable  with  the  computers  than 
are  our  kids. 

Senator  Lieberman.  That  is  right. 

Ms.  Katzen.  Our  children  will  turn  on  the  VCRs  and  v/ork  the 
computers  with  much  greater  confidence  than  we  can.  I  have  no- 
ticed that  within  the  Federal  Government  there  are  line  managers 
who  are  accustomed  to  dealing  with  paper  and  who  are,  if  not  nerv- 
ous about,  at  least  not  receptive  to,  an  electronic  world.  That  is  a 
have  and  have  not  in  a  way,  those  who  are  comfortable  and  those 
who  are  not  with  the  electronic  format. 

Since  there  are  varieties  of  haves  and  have  nots,  I  think  you 
need  a  multifaceted  approach  to  it.  The  response  to  the  technical 
have  nots  is  one  thing.  Remember  that  there  are  existing  institu- 
tions which  do  not  have  computers  or  telephones — our  libraries; 
schools;  public  offices.  You  mentioned  earlier  kiosks  could  be  placed 
in  our  libraries  or  in  local  government  offices  where  people  could 
go  and  use  a  centralized  computer  to  get  certain  types  of  informa- 
tion. There  are  other  ways  of  structuring  telecommunications  poli- 
cies to  expand  the  Nil,  by  extending  that  last  mile  into  the  home 
or  bringing  people  out  of  the  home  into  public  places.  The  response 
to  the  other  forms  of  haves  and  have  nots  may  be  educational. 

It  is  leadership.  It  is  modeling.  It  is  saying  to  the  American  pub- 
lic that  it  is  OK  to  use  electronic  devices.  We  have  come  a  long  way 
through  electronic  banking.  Ten  years  ago,  I  think,  if  you  had  told 
people — here  is  a  card;  use  it  at  your  ATM  machine;  get  your  cash 
24  hours  a  day — they  would  have  looked  at  you  as  though  this  is 
a  very  strange  idea  you  are  projecting.  And  yet  we  have  come  now 
to  realize  that  it  can  be  done  and  that  it  is  all  right. 

So  as  our  consciousness  is  raised,  as  our  experiences  tell  us  that 
this  has  utility,  I  think  we  will  be  efble  to  build  on  that  momentum 
if  there  is  commitment,  if  there  is  leadership.  And  that  is  what  this 
President  and  this  Vice  President  offer  through  the  Agenda  for  Ac- 
tion, through  the  Nil— they  are  saying  that  this  is  the  way  we 
want  to  go.  I  think  what  is  called  for  is  a  multifaceted  approach 
to  think  about  the  different  barriers  that  exist  and  not  to  try  to 
find  a  single  solution  that  will  solve  all  the  problems. 

Senator  Lieberman.  I  appreciate  the  answer.  This  is  so  big  an 
area  and  we  are  approaching  them  in  this  discussion,  as  you  appro- 
priately from  the  perspective  of  your  office  and  your  report  system- 
wide,  that  it  is  hard  sometimes  to  focus  in,  except  as  we  have  done 
on  the  food  stamp  example  on  how  this  might  effect  particular  peo- 
ple's access  in  particular  ways  to  Government.  I  just  wonder  if  for 
a  moment  you  can  try  to  conger  up,  for  instance,  if  the  national  in- 
formation infrastructure,  once  it  is  up  and  working  and  all  is  well, 
can  you  give  me  a  couple  of  examples  of  the  way  in  which  that  will 
effect  to  the  relationship  between  Government  and  particular  peo- 
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pie  or  businesses?  What  might  happen  that  is  different  than  now? 
I  mean,  just  as  we  could  not  imagine  10  years  ago  the  way  we  are 
using  ATMs  today,  what  might  we  be  doing  10  years  from  now  that 
we  cannot  imagine  now  in  our  relationship  with  Government? 

Ms.  Katzen.  I  think  there  is  a  whole  host  of  possibilities.  I  would 
build  on  the  touch-tone  phone.  0PM,  the  Office  of  Personnel  Man- 
agement, has  a  pilot  project  of  processing  applications  for  certain 
positions  for  people  who  want  to  work  for  the  Government.  Instead 
of  filing  a  paper  application,  0PM  has  a  system  using  a  touch-tone 
phone  to  input  the  information,  and  then  to  circulate  that  informa- 
tion to  the  agencies.  It  is  a  very  interesting  project  and  we  have 
now  gotten  sufficient  experience  with  it  to  feel  some  level  of  con- 
fidence that  it  would  work.  That  is  one  way  in  which  potential  em- 
ployees can  relate  to  the  Government  as  employer. 

Senator  Lieberman.  You  actually  file  your  application  with  inter- 
est over  the  phone? 

Ms.  Katzen.  That  is  right.  You  dial  a  certain  number  and  a  com- 
puterized voice  will  give  directions  on  what  information  to  put  in. 
You  are  actually  filing  your  application  and  verifying  the  informa- 
tion through  the  telephone.  The  data  are  probably  going  to  be  more 
accurate  and  can  be  disseminated  to  the  interested  agencies  more 
quickly. 

There  are  the  possibilities  presented  by  the  kiosks  that  that  we 
were  talking  about  earlier,  for  getting  information  front  the  govern- 
ment, in  terms  of  getting  information.  Right  now  if  you  have  bene- 
fits at  more  than  one  agency,  you  are  going  to  have  to  make  a  se- 
ries of  calls,  if  you  can  fine  the  right  numbers  to  call.  One  of  the 
things  that  we  are  hoping  to  develop  is  a  Government  Information 
Locator  Service — GILS — which  would  enable  someone  to  know 
where  all  of  the  information  is  that  is  held  by  the  Government. 
From  the  citizens'  point  of  view,  GILS  could  be  accessed  by  an  indi- 
vidual's going  into  a  pubhc  library,  going  to  a  kiosk,  dialing  up, 
putting  in  a  Social  Security  number 

Senator  Lieberman.  Going  into  a  library  where  the  Federal  Gov- 
ernment would  have  set  up  a  kiosk,  a  system  by  which 

Ms.  Katzen.  Right.  And  going  online  with  the  help  of  those 
friendly  little  computerized  voices  that  tell  you  what  to  do  to  go  to 
the  next  step.  You  can  put  in  your  Social  Security  number  and  you 
might  be  able  to  get  instant  information  as  to  your  eligibility  for 
Social  Security  benefits.  You  might  be  able  to  ask  questions — on  an 
interactive  basis — on  such  things  as  the  effect  of  earning  income  or 
not  earning  income  on  the  amount  of  those  benefits.  You  might  also 
get  information  on  whether  you  are  entitled  to  veterans  benefits. 
Now  there  you  have  two  different  agencies,  the  Department  of  Vet- 
erans Affairs  and  the  Social  Security  Administration,  and  yet  you 
could  get  it  all  through  a  single  located  system — one-stop  shopping 
in  effect.  That  would  be  very  valuable. 

Senator  Lieberman.  Two  good  examples. 

Ms.  Katzen.  There  are  a  host  of  other  examples  that  are  set  out 
in  the  NPR,  such  as  a  trade  data  base  for  businesses.  This  would 
serve  as  a  way  of  bringing  together  the  enormous  resources  we 
have  in  terms  of  information  and  making  them  available  to  the 
public  so  that  they  can  use  the  data  themselves.  Businesses  know- 
ing about  export/import  controls,  et  cetera. 
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Senator  LlEBERMAN.  Right. 

Mr.  Wood.  If  I  might 

Senator  LlEBERMAN.  Go  ahead. 

Mr.  Wood.  From  the  Office  of  Technology  Assessment  perspec- 
tive, those  kinds  of  examples  are  very  good  and  certainly  illustrate 
the  potential.  But  we  found  in  our  study  that  at  the  moment  we 
have  a  lot  of  Federal  agencies  and  State  and  local  agencies  going 
off  in  their  own  direction  on  many  of  these  technologies.  And  just 
to  take  the  kiosks,  it  is  very  possible  without  a  major  change  in  di- 
rection that  we  will  have  kiosks  like  we  have  newsstands  with  10 
or  15  kiosks  sitting  out  there  from  all  sorts  of  different  agencies 
and  that  would  be 

Senator  LlEBERMAN.  Sitting  where,  on  the  street? 

Mr.  Wood.  Whether  it  is  in  the  library  or  on  the  street,  but  that 
is  an  illustration  of  what  would  be  cost  ineffective.  P^nd  I  hesitate 
to  mention  it,  but  I  would  also  say  that  the  Postal  Buddy  is  also 
an  example  of  a  cost  ineffective  deployment  of  these  kinds  of  tech- 
nology. 

S-^nator  LlEBERMAN.  What  is  the  Postal  Buddy? 

Mr.  Wood.  The  Postal  Buddy,  it  came  and  went  before  many  of 
us  had  a  chance  to  check  it  out.  But  I  was  one  of  those  that  did. 
It  was  a  kiosk  installed  in  post  offices  for  a  few  months  period  of 
time  where  you  could  not  only  order  stamps  from  the  machine  by 
credit  card  if  you  wished,  but  also  have  new  address  labels  with 
your  name  on  them,  get  return  cards  and  change  your  mailing  ad- 
dress, that  sort  of  thing.  And  they  were  going  to  nationwide  deploy- 
ment at  several  tens  of  millions  of  dollars,  but  it  is  obvious  that 
it  did  not  work  out  because  a  couple  of  months  ago  the  post  office 
decided  to  pull  all  the  machines  out. 

Senator  Lieberman.  What  happened?  Do  you  know? 

Mr.  Wood.  I  do  not  know  the  full  story,  but  a  couple  of  examples. 
One,  many  technical  problems.  I  was  a  case  in  point.  I  tried  to 
order  a  $29  roll  of  stamps  and  what  I  got  was  a  very  nice  credit 
card  receipt,  but  no  stamps.  And  there  were  numerous  other  people 
with  a  similar  experience,  who  would  then  go  over  to  the  Postal 
Service  counter  and  ask  for  a  refund.  And  they  would  say,  we  can- 
not give  you  a  refund  because  this  is  the  Postal  Buddy  Corporation 
that  is  responsible,  so  call  or  write  out  to  San  Diego,  California. 
That  is  one  issue.  There  are  other  kinds  of  issues,  but  the  main 
point  I  am  making  is  that  that  is  not  the  scenario  that  is  going  to 
accomplish  the  objectives  we  are  talking  about. 

Senator  LlEBERMAN.  Let  me  ask  one  final  question  because  I 
have  to  move  on  to  the  next  panel.  The  Subcommittee  is  interested 
in  what  is  happening  here  from  the  point  of  view  of  congressional 
oversight  and  we  want  to  be  supportive  because  we  see  the  poten- 
tial here.  The  other  more  narrow  question  is  apart  from  the  area 
of  privacy  which  you  have  mentioned,  is  there  legislation  that  we 
should  be  considering  to  facilitate  or  stimulate  the  kinds  of 
changes,  positive  changes  that  we  are  talking  about  here?  If  you 
have  a  few  thoughts  now  fine.  If  not,  I  would  ask  you  to  consider 
submitting  those  thoughts  for  the  records.  Do  you  have  any  re- 
sponse at  this  point? 

Ms.  Katzen.  Some  of  the  NPR  recommendations  for  information 
technology  development  could  conceivably  benefit  from  legislative 
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action.  As  we  took  our  first  cut  from  the  NPR  for  what  became 
H.R.  3400,  there  were  very  few  of  the  information  technology  rec- 
ommendations included,  but  there  are  aspects  of  the  funding  for 
these  programs  that  will  definitely  need  congressional  acquies- 
cence, if  not,  approval. 

Senator  LlEBERMAN.  Any  thoughts,  Mr.  Wood? 

Mr.  Wood.  Yes,  I  would  be  strongly  on  the  affirmative  that  legis- 
lative action  is  needed.  I  think  that  it  is  very  important  for  Con- 
gress to  ftilly  engage  this  process  and  part  of  that  is  providing  a 
congressional  sense  of  direction  here.  That  can  be  done,  of  course, 
through  these  sorts  of  hearings,  through  authorizing  and  appro- 
priating hearings  and  actions.  All  of  those  things  are  important, 
but  I  also  think  especially  for  this  Subcommittee  and  Committee  a 
new  approach,  whether  it  is  using  an  old  vehicle  and  updating  it, 
or  a  completely  new  vehicle  to  provide  a  sense  of  congressional  di- 
rection, would  be  very,  very  important. 

Senator  LlEBERMAN.  I  would  urge  you  to  think  in  as  much  detail 
as  possible  about  that  and  I  would  welcome  any  suggestions  you 
have.  Obviously  not  just  doing  it  for  the  sake  of  doing  it,  but  doing 
something  legislatively  if  it  helps  us  get  to  where  we  want  to  go. 
I  thank  both  of  you.  We  could  go  on  for  some  period  of  time.  I  am 
sure  we  will  in  another  occasion. 

Ms.  Katzen.  I  look  forward  to  that. 

Senator  LlEBERMAN.  Me  too.  Good  luck. 

Mr.  Wood.  Thank  you. 

Senator  LlEBERMAN.  I  will  now  call  the  second  panel,  Mr.  Elliot 
Gerson,  President  of  Managed  Care  and  Employee  Benefits  Oper- 
ations at  The  Travelers,  accompanied  by  Dr.  Barbara  Souder,  who 
is  Division  Vice  President  of  The  Travelers;  Mr.  David  Truax,  Exec- 
utive Director  for  the  Office  of  Information  Management,  Maryland 
Department  of  Human  Resources,  accompanied,  I  believe,  by  Karen 
Walker,  Director  of  the  Electronic  Benefits  Transfer  Project;  Honor- 
able Carman  R.  Nazario,  Secretary,  Delaware  Department  of 
Health  and  Social  Services;  and  Mr.  H.W.  Porterfield,  President  of 
Consulting  Resources,  Inc. 

Before  I  forget,  Ms.  Nazario,  I  do  want  to  indicate  for  the  record 
that  Senator  Roth,  who  is  a  member  of  the  Committee,  in  fact  the 
ranking  Republican  Member  of  the  Committee,  asked  me  to  specifi- 
cally say  to  you  that  he  regretted  he  could  not  be  here  today  in  per- 
son, but  wanted  me  to  welcome  you  on  his  behalf  and  to  say  that 
he  is  proud  of  the  work  you  are  doing  and  looks  forward  to  working 
with  you. 

Ms.  Nazario.  Thank  you  very  much.  Senator. 

Senator  Lieberman.  I  am  going  to  begin  with  Mr.  Gerson.  I  have 
to  acknowledge  for  the  record  so  there  is  no  hint  of  bias  here  that 
in  addition  to  the  lofty  heights,  he  has  now  reached  to  the  private 
sector  prior  to  going  to  The  Travelers.  Mr.  Gerson  was  the  deputy 
attorney  general  of  the  State  of  Connecticut  in  which  post  he  made 
the  attorney  general  look  good,  namely,  me.  So  it  is  great  to  wel- 
come him  back.  Elliot,  it  is  all  yours. 
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TESTIMONY  OF  ELLIOT  GERSON,i  PRESIDENT,  MANAGED 
CARE  AND  EMPLOYEE  BENEFITS  OPERATIONS,  THE  TRAV- 
ELERS, ACCOMPANIED  BY  BARBARA  SOUDER,  DIVISION 
VICE  PRESIDENT,  THE  TRAVELERS 

Mr.  Gerson.  Good  morning.  It  is  a  pleasure  to  have  an  oppor- 
tunity to  work  directly  or  indirectly  with  you  yet  again  on  issues 
of  great  importance.  They  began  back  when  you  were  a  State  sen- 
ator and  continued  as  attorney  general.  Now  it  is  a  great  pleasure 
and  privilege  for  me  to  be  as  supportive  as  I  possibly  can  of  all  the 
terrific  things  you  are  doing  to  improve  the  efficiency  of  the  oper- 
ation of  our  Government  and  the  delivery  of  health  care  for  the 
American  people. 

Senator  LiEBERMAN.  Thank  you. 

Mr.  Gerson.  I  am  here  with  Dr.  Barbara  Souder  this  morning, 
who  assists  all  of  us  at  The  Travelers  in  issues  relating  to  tech- 
nology and  health  care.  I  am  pleased  to  be  here  before  the  Sub- 
committee on  Regulation  and  Government  Information  to  discuss 
the  results  of  a  very  important  private  coalition  working  to  stream- 
line administration  and  reduce  costs  in  the  health  care  system. 

With  your  permission,  I  will  summarize  my  written  statement.  I 
believe  the  Work  Group  for  Electronic  Data  Interchange  or  WEDI, 
as  it  is  commonly  known,  is  one  of  the  remarkable  success  stories 
in  health  care  today,  both  in  terms  of  its  outcomes  and  the  proc- 
esses that  it  uses.  And  it  can  serve  as  an  instructive  model  as  you 
look  at  the  major  task  of  reinventing  Government. 

For  more  than  80  years  The  Travelers  has  been  a  major  player 
in  the  employee  benefits  business.  Today,  we  provide  employee  ben- 
efits, including  group  health,  life  and  disability  benefits  to  more 
than  9  million  Americans.  Between  our  basic  business  lines  and 
the  health  claims  we  handle  for  Medicare,  we  process  more  than 
80  milHon  claims  annually.  Of  that  total  today,  only  about  one- 
third  are  processed  electronically.  Our  private  health  care  business 
currently  receives  electronic  claims  from  providers  primarily 
through  NEIC,  a  consortium  that  is  owned  by  11  of  the  largest 
health  insurers  in  the  United  States. 

Of  our  top  500  providers  for  our  private  health  care  business,  70 
percent  have  the  capability  today  to  submit  claims  electronically, 
but  they  only  submit  one-third  of  those  claims  electronically.  Obvi- 
ously we  are  interested  in  getting  those  numbers  up  in  both  in- 
stances to  100  percent. 

Before  describing  the  WEDI  process,  I  would  like  to  make  a  few 
general  points.  First,  and  I  think  by  far  most  important,  the  use 
of  electronic  data  interchange  is  very  good  for  the  American 
consumer.  It  reduces  hassle;  it  decreases  cost;  and  it  improves  the 
quality  of  care.  It  really  is  a  win-win  for  everyone. 

Second,  there  are  billions  of  transactions  flowing  through  the 
health  care  system  today  on  paper  and  over  the  phones.  This  cleri- 
cal environment  contributes  significantly  to  the  high  cost  of  health 
care  and  distracts  health  care  providers  from  their  primary  mission 
which,  of  course,  is  delivering  high  quality  health  care.  As  a  strong 
supporter  of  market  based  health  care  reform.  The  Travelers  recog- 


1  The  prepared  statement  of  Mr.  Gerson  appears  on  page  52. 
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nizes  that  streamlined  administration  is  essential  to  any  reform 
package  that  will  be  enacted  by  Congress. 

Third,  compared  to  10  to  15  year  ago,  as  we  have  already  heard 
this  morning,  technology  today  is  abundant  and  cost  effective. 
Some  have  asked  why  the  ATM  bank  cards  existed  10  years  ago, 
but  not  health  care  cards?  There  are  two  primary  reasons  for  this. 
Senator.  First,  a  banking  transaction  is  far  less  complex  than  a 
health  care  transaction.  A  banking  transaction  involves  fewer  than 
200  characters,  but  a  health  care  transaction  easily  involves  more 
than  4,000  characters.  Moreover,  in  addition  to  the  basic  difference 
in  complexity,  we  have  a  different  capability  of  technology  today. 
Today,  we  have  lap-top  computers,  for  example,  that  can  handle 
what  main  frames  did  10  years  ago.  It  would  have  been  far  more 
costly  then  to  do  what  we  can  today  very  easily. 

Fourth,  there  are  hundreds  of  software  billing  systems  that  pro- 
viders, that  is  either  hospitals  or  doctors,  use  today.  Providers  will 
not  convert  to  an  ANSI  ASC  X12  standard,  the  WEDI  rec- 
ommended process,  unless  it  is  easy  and  relatively  inexpensive  and 
are  convinced  that  the  standard  will  be  used  by  everyone.  Because 
of  the  lack  of  uniform  standards  to  date,  there  is  still  relatively  lit- 
tle efficiency  in  electronic  data  interchange  among  participants, 
and  frankly,  minimal  incentives  for  anyone  to  invest  in  it,  even 
though  those  investments  today  are  still  relatively  modest.  Finally, 
the  value  of  endorsing  EDI  standards  and  investing  in  EDI  infra- 
structure is  illustrated  in  WEDFs  estimate  that  $42.3  billion  in  net 
savings  could  be  achieved  by  the  year  2000. 

Turning  to  WEDI,  the  process  itself  is  highly  successful.  Begun 
in  1991,  a  group  of  representatives  from  the  public  and  private 
health  care  sectors,  providers  and  payers,  formed  a  coalition  to  map 
out  how  we  could  reduce  the  administrative  costs  in  our  health 
care  system,  especially  through  electronic  data  interchange.  At  that 
time,  458  different  electronic  standards  were  used  to  communicate 
within  the  health  care  industry.  This  resulted  in  many  one-way 
communications  because  of  the  lack  of  ability  to  communicate  back 
in  a  way  that  could  be  understood  and  with  a  shared  technology 
and  format. 

WEDI's  first  annual  report  in  1992  reflected  consensus  reached 
among  the  representatives  of  the  Government  and  the  private  sec- 
tor to  use  one  set  of  standards,  instead  of  458.  And  it  set  out  a  very 
aggressive  timeframe  for  moving  the  industry  to  implement  those 
standards  and  identified  additional  work  that  was  needed  to  ac- 
complish that  goal.  This  agreement  marked  a  major  turning  point 
in  moving  the  EDI  process  forward.  Some  of  the  1992  recommenda- 
tions indicated  further  study  was  necessary  for  some  elements  of 
implementation — for  example,  unique  identifier  numbers  for  pro- 
viders, payers  and  individuals;  whether  health  cards  should  be 
used,  and  if  so,  what  technology  should  be  used  for  those  health 
cards;  and  implementation  guides  for  users  to  adopt  the  particular 
ANSI  ASC  X12  standards.  These  activities  among  others  were  car- 
ried out  in  1993. 

In  1993,  the  WEDI  Steering  Committee  expanded  its  member- 
ship from  15  to  26  national  organizations  and  groups,  increased  the 
number  of  technical  advisory  groups  or  TAGS  from  5  to  1 1  and  en- 
larged the  TAG  membership  from  60  to  270.  I  hst  the  Steering 
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Committee  and  TAG  membership  in  an  attachment  to  my  written 
testimony.  Participation  was  voluntary.  Many  organizations  con- 
tributed in  kind  resources  through  staff,  and  The  Travelers  and  the 
Blue  Cross  Association  underwrote  the  funding  of  this  effort  for  the 
past  2  years. 

WEDI  itself  did  not  even  have  a  telephone  number  or  an  address. 
Support  for  the  Steering  Committee  was  provided  by  volunteers  of 
all  of  the  organizations  that  were  involved.  Moreover,  WEDI  has 
maintained  a  balance  of  providers  and  payers  to  share  in  a  consen- 
sus-driven collaborative  effort.  WEDI  made  a  number  of  rec- 
ommendations in  1993,  and  they  are  summarized  in  my  written 
statement.  While  the  report  and  white  papers  are  over  400  pages, 
in  the  spirit  of  today's  topic,  it  also  is  on  a  simple  disk.  Here  is  a 
copy  for  you. 

The  primary  recommendation  is  that  the  ANSI  ASC  X12  stand- 
ards be  mandated  for  financial  transactions  in  the  health  care  in- 
dustry. Much  of  the  WEDI  focus  in  1994  will  be  on  education  and 
working  with  those,  such  as  yourself,  who  are  formulating  policy 
and  legislation  on  administrative  simplification  throughout  the 
health  care  system. 

Senator  LiEBERMAN.  One  road  here,  just  so  I  understand  it,  is 
that  the  mandating  would  come  by  legislation  or  are  there  means 
within  the  system,  other  organizations  that  can  mandate  it? 

Mr.  Gerson.  We  believe  it  is  very  important  to  move  as  quickly 
as  possible,  because  with  every  passing  month  without  the  lack  of 
standards,  we  are  missing  a  tremendous  opportunity  to  reduce 
costs,  simplify  the  system,  and  reduce  hassles.  And  even  though 
mandates  often  can  be  complicated,  especially  where  technology 
changes  rapidly  because  it  would  require  a  change  by  Congress,  on 
balance,  it  is  my  belief  that  legislative  mandates  of  these  standards 
are  probably  in  our  best  interest.  Alternatives,  of  course,  as  pro- 
posed in  various  reform  proposals,  would  be  delegation  of  that  au- 
thority, for  example,  to  a  national  health  board. 

There  are  a  number  of  ways  that  this  could  be  accomplished, 
Senator,  but  the  sooner  we  get  commonly  understood  and  specific 
standards,  the  sooner  those  savings  will  be  able  to  be  achieved. 

Senator  LiEBERMAN.  This  is  a  case,  is  it  fair  to  say,  where  the 
Government,  Congress  particularly,  is  in  a  position,  to  try  to  set 
some  rules  for  this  large  and  complicated  system?  In  other  words, 
it  may  not  happen,  certainly  not  as  quickly,  if  we  just  leave  it 
for 

Mr.  Gerson.  I  am  not  sure.  Senator,  that  it  would  happen  at  all 
if  there  are  not  appropriate,  clear  standards  established,  whether 
established  explicitly  by  Congress  or  whether  delegated  by  Con- 
gress. Certainly  with  explicit  standards  promulgated,  combined 
with  some  kind  of  incentives  as  well — whether  they  be  tax  credits 
or  some  other  kind  of  incentive  for  smaller  participants — all  partici- 
pants in  our  complex  health  care  system  would  be  able  to  commu- 
nicate more  quickly  using  these  common  sets  of  standards. 

So  Congress  can  play  an  invaluable  and  frankly,  I  think,  indis- 
pensable role  in  this  area.  We  urge  Congress  to  study  the  findings 
of  WEDI  very  carefully,  to  mandate  the  use  of  ANSI  ASC  X12 
standards,  and  to  enact  the  model  confidentiality  and  privacy  legis- 
lation, which  we  know  is  a  tremendous  concern  of  yours  and  criti- 
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cal  to  the  success  of  this  effort.  And  as  I  indicated,  to  consider  in- 
centives for  the  participation,  particularly  of  many  of  the  smaller 
participants  in  the  health  care  delivery  system  who  will  need  to 
make  those  investments  to  be  able  to  take  advantage  of  these  com- 
mon electronic  highways. 

Congress  will  be  challenged  to  write  laws  that  provide  clear  di- 
rection and  incentives  while  at  the  same  time  remaining  flexible 
enough  to  permit  the  use  of  advancing  technology  without  requir- 
ing cumbersome  and  time  consuming  legislative  processes  each 
time  technology  does  advance,  as  it  clearly  will. 

One  final  note,  what  WEDI  has  developed  and  endorsed  is  very 
significant.  I  think  however  one  defines  the  return  on  investment, 
it  is  enormous,  in  terms  of  less  hassle,  improved  accuracy,  less  cost, 
and  a  more  secure  environment  for  privacy.  With  the  proper  guide- 
lines in  place,  technology  permits  a  more  secure  environment  for 
extremely  private  health  information.  Ultimately,  automation  and 
better  information  will  result  in  higher  quality  medical  care.  WEDI 
is  the  first  step  and  in  some  respects,  it  has  been  the  easiest  step. 
The  real  savings  will  come  when  much  of  the  medical  record  itself 
is  automated  electronically.  This  is  a  much  more  arduous  task.  It 
will  take  years  to  complete.  But  much  of  the  medical  record  could 
be  electronically  automated  fairly  quickly,  for  example,  lab,  phar- 
macy, radiology,  again  using  a  single  set  of  standards. 

Senator  LiEBERMAN.  You  mean  our  individual  medical  records, 
our  personal  medical  records? 

Mr.  Gerson.  Personal  medical  records. 

Senator  LiEBERMAN.  As  opposed  to  having  that  sheet  in  which 
the  doctor  scribbles  every  time  we  go? 

Mr.  Gerson.  We  would  have  all  of  those  records  with  common 
standards,  so  they  would  be  available  to  any  authorized  entity  any- 
where. If  someone  were  at  one  facility  receiving  health  care,  that 
person's  records — with  safeguards  to  make  sure  that  access  is  not 
inappropriately  obtained — would  be  immediately  available  on  line. 
The  online  information  would  include  a  person's  medical  history, 
insurance  coverage,  and  all  other  critical  information. 

As  each  of  these  areas  develops  using  a  single  set  of  standards, 
our  capacity  for  improved  patient  care  will  vastly  and  frankly 
exponentially  increase.  I  will  be  very  happy  to  answer  any  ques- 
tions after  other  members  of  the  panel. 

Senator  LiEBERMAN.  Thanks.  Let  me,  while  we  are  just  on  this, 
if  you  would  bring  it  down  to,  as  you  have  to  some  extent  already, 
bring  it  down  to  the  individual  patient  who  comes  into  a  doctor's 
office  or  a  hospital.  When  this  is  all  up  and  working,  what  is  going 
to  be  different? 

Mr.  Gerson.  Almost  everything  will  be  different.  There  will  be 
far  fewer  forms,  if  any,  which  will  obviously  eliminate  the  waiting 
to  fill  out  the  forms.  There  will  be  fewer  people  necessary— whether 
in  a  hospital,  or  a  doctor's  office  or  an  insurance  company— to  re- 
view, to  coordinate,  and  to  translate  information.  Rather,  an  indi- 
vidual may  have  a  card  with  a  magnetic  stripe  that  could  be  very 
quickly  swiped  through  a  machine,  thereby  providing  access  to  ev- 
erything that  would  be  necessary  for  that  person  to  receive  the  ap- 
propriate care  quickly,  based  on  that  person's  medical  history.  At 
the  same  time— with  minimal  additional  investment  in  a  com- 
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puter — the  information  would  be  directly  transferred  to  a  payer, 
who  would  electronically  transmit  payment  to  the  provider's  bank 
account,  all  without  paper  forms. 

This  technology  would  radically  streamline  and  simplify  life  for 
everyone  involved. 

Senator  LlEBERMAN.  How  about  the  pajonent  by  that  person,  let 
us  say  there  is  a  deductible  yet  to  be  paid,  what  might  happen 
then?  Ultimately,  will  we  still  get  a  paper  bill  in  the  mail  or  are 
we  likely  to 

Mr.  Gerson.  We  would  not  even  necessarily  have  to  get  that. 
And  again,  a  lot  depends  on  the  kinds  of  health  care  reform  we  will 
see  enacted,  and  the  kind  of  plan  a  person  is  enrolled  in.  In  many 
of  the  plans  that  we  now  provide  and  will  be  increasingly  be  pro- 
vided in  the  future,  there  really  will  not  be  any  need  for  that  per- 
son— beyond  perhaps  only  one  time  a  year — to  be  involved  in  the 
payment  process  directly.  But  when  that  person  is  enrolled  in  a 
program  where  there  might  be  some  additional  payments  nec- 
essary, even  much  of  that  over  time  can  be  done  electronically.  So 
it  is  a  vastly  simplified  process. 

Senator  Lieberman.  I  appreciate  that.  At  one  point  you  cited  the 
estimate  of  a  potential  $40  billion  saving  by  the  year  2000. 

Mr.  Gerson.  That  is  correct. 

Senator  Lieberman.  Does  that  seem  real  to  you? 

Mr.  Gerson.  It  does.  I  think  though  that  it  is  conditioned  on  a 
fairly  aggressive  move  to  these  standards  and  that  requires  action 
by  Congress,  including  appropriate  incentives  for  all  the  various 
parties  who  are  involved  in  the  health  care  delivery  system  to 
make  the  necessary  investments  in  technology  to  facilitate  that 
common  highway  of  transmission. 

Senator  LlEBERMAN.  Thank  you  for  a  very  interesting  and  en- 
couraging report.  Mr.  Truax,  you  are  next.  Thanks  for  being  here. 

TESTIMONY  OF  DAVID  TRUAX,i  EXECUTIVE  DIRECTOR  OF  THE 
OFFICE  OF  INFORMATION  MANAGEMENT,  MARYLAND  DE- 
PARTMENT OF  HUMAN  RESOURCES,  ACCOMPANIED  BY 
KAREN  WALKER,  DIRECTOR,  ELECTRONIC  BENEFITS  TRANS- 
FER PROJECT 

Mr.  Truax.  Thank  you  very  much  for  having  me.  My  name  is 
David  Truax.  I  am  proud  to  represent  the  State  of  Maryland.  I  am 
responsible  for  the  Office  of  Information  Management  in  the  De- 
partment of  Human  Resources.  With  me  is  Karen  Walker.  Karen 
is  the  Program  Director  for  the  Electronic  Benefits  Transfer  system 
as  implemented  in  Maryland  and  has  been  involved  in  it  since  its 
inception. 

The  Department  of  Human  Resources  is  responsible  for  a  variety 
of  programs,  as  I  am  sure  you  are  aware.  Everything  from  food 
stamps  to  public  assistance,  child  welfare,  numerous  other  social 
services  and  adult  services  programs.  In  an  attempt  to  address  al- 
ternative issuance  opportunities  in  the  late  1980's,  Maryland  began 
seeking  ways  of  improving  service  to  the  clients  and  at  the  same 
time  improving  our  level  of  cost  efficiency. 


iThe  prepared  statement  of  Mr.  Traux  appears  on  page  91. 
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The  opportunity  that  we  chose  to  address  related  to  the  food 
stamp  area  and  also  the  public  assistance  area.  We  developed  a  re- 
quest for  proposal  which  included  design,  development  and  oper- 
ation of  a  statewide  implementation  for  EBT  or  Electronic  Benefits 
Transfer.  What  we  were  really  looking  for  was  a  vendor  to  totally 
out-source  our  requirement  too.  And  in  fact,  we  required  the  vendor 
to  become  responsible  for  the  system  processing  in  its  entirety, 
database  maintenance,  installation  of  equipment,  equipment  main- 
tenance, merchant  interface,  and  settlement  functions.  We  feel  that 
those  were  the  key  issues  to  highlight  and/or  address  to  the  Com- 
mittee. 

Senator  LiEBERMAN.  Was  this  going  to  be  a  pilot  project  or  was 
it  for  all  recipients  statewide? 

Mr.  Truax.  This  was  initially  a  pilot  project  with  the  intent  to 
expand  statewide. 

Senator  LiEBERMAN.  Have  you  now  done  that? 

Mr.  Truax.  Yes,  sir.  The  award  was  made  in  late  1988  working 
with  the  Federal  Government,  of  course,  USDA,  FNS.  The  pilot 
began  in  November  of  1989,  following  a  very  comprehensive  analy- 
sis, evaluation,  and  award.  The  pilot  began  in  Baltimore  City, 
which  of  course  Baltimore  City  being  the  most  challenging  area  in 
the  State  of  Maryland  to  assist  clients.  We  began  by  using  debit 
card  technology  is  what  we  chose.  And  in  the  beginning  the  pilot 
consisted  of  5,000  households  with  approximately  160  merchants 
participating  in  the  program.  The  program  actually  is  a  misnomer. 
It  is  a  multiprogram  approach. 

The  programs  that  we  were  using  with  the  debit  card  technology 
and  electronic  benefits  transfer  system  included  Aid  to  Families 
with  Dependent  Children,  AFDC;  food  stamps;  Maryland  public  as- 
sistance which  is  called  DALP.  DALP  meaning  Disability  and  Loan 
program.  And  also,  Maryland  provides  a  child  support  supplement 
to  AFDC  clients.  Those  were  all  included  in  our  initial  pilot.  I 
might  also  suggest  that  we  were  early  forerunners,  and  con- 
sequently, I  will  go  into  it  a  little  bit,  but  our  award  began  in  late 
1989.  We  completed  implementation  in  April  of  this  year  and  we 
will  talk  a  little  bit  why. 

During  the  implementation,  we  found  several  key  areas.  Training 
of  the  client  was  certainly  a  key  area.  Public  assistance — bene- 
ficiaries had  very  little  experience  with  technology.  I  believe  that 
was  iterated  by  Mr.  Wood  earlier.  The  majority  of  the  folks  had  to 
be  trained  in  utilizing  ATM  technology,  automated  teller  machines, 
to  assist  them  with  their  benefits.  We,  in  fact,  developed  simulated 
ATM  facilities  for  training  purposes  which  we  were  able  to  make 
portable  and  carry  about  statewide  as  we  trained. 

Additionally,  we  found  in  the  training  arena,  that  it  was  very 
necessary  to  bring  in  interpreters  for  folks  that  could  not  speak 
English.  And  we  have,  of  course,  a  number  of  ethnic  diversities  in 
Maryland,  and  also  working  with  physically  disadvantaged  groups. 
Those  were  a  couple  original  training  keys. 

The  other  really  key  issue  that  we  found  early  in  our  implemen- 
tation as  a  result  of  our  pilot  was  the  need  to  strengthen  the  rela- 
tionship between  the  State,  FNS  and  the  merchants.  That  was  tre- 
mendously key.  Therefore,  we  began  a  Merchant  Focus  Group  to 
build  on  that  relationship  and  also  resolve  operational  difficulties. 
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Today  I  am  happy  to  say  we  are  the  first  statewide  implementation 
of  electronic  benefits  transfer.  And  I  think  it  is  even  more  impres- 
sive in  that  it  is  multiprogram,  addresses  multiple  programs. 

Senator  LlEBERMAN.  Covers  all  the  programs  you  talked  about — 
food  stamps,  AFDC,  public  assistance? 

Mr.  Truax.  Yes,  sir. 

Senator  LlEBERMAN.  That  is  great.  Do  you  have  an  idea  how 
many  beneficiaries  you  are  dealing  with,  recipients  you  are  dealing 
with? 

Mr.  Truax.  Right  now  our  EBT  system  serves  approximately 
165,000  households,  in  excess  of  400,000  recipients  for  all  of  those 
programs.  On  a  monthly  basis,  we  distribute  about  $28  million  in 
cash  benefits  and  $29  million  in  food  stamp  benefits.  We  have  had 
a  few  performance  problems  as  we  have  gone  along,  but  for  all  in- 
tents and  purposes,  the  system  is  very  solid.  It  performs  on  a  daily 
basis  and  does  quite  well. 

Senator  LlEBERMAN.  And  the  recipients  have  accepted  it  posi- 
tively? 

Mr.  Truax.  The  recipients,  we  have  done  a  number  of  formal  and 
informal  assessments  of  the  recipient  and  the  merchant  acceptance. 
The  recipients  are  very,  very  positive.  One  of  our  major  concerns 
was  most  folks  do  not  believe  Maryland  has  a  rural  area,  but  if  you 
go  out  to  western  Maryland,  it  is  quite  remote.  And  we  were  con- 
cerned that  this  would  be  an  inconvenience  for  the  people  out 
there.  However,  utilizing  a  combination  of  ATMs  and  Point  of  Sales 
transaction  machines  in  grocery  stores  to  provide,  for  instance,  food 
stamp  benefits,  they  are  very,  very  satisfied.  The  other  thing  that 
that  also  allows  the  folks  to  do  is  they  use  the  single  card  to  get 
multiple  benefits.  Many  of  our  recipients  participate  in  multiple 
programs. 

Senator  LlEBERMAN.  Go  through  an  example  of  how  this  works? 
For  instance,  for  somebody  on  AFDC,  is  there  an  EBT  transfer  of 
funds  to  an  account  at  the  beginning  of  the  month? 

Mr.  Truax.  Basically,  if  you  are  a  potential  client,  you  will  go  to 
a  State  office  and  you  will  apply.  Our  case  workers— and  we  are 
bringing  up  a  new  system.  I  think  Mr.  Wood  and  Ms.  Katzen  were 
talking  about  combining  the  benefits.  The  State  of  Maryland  is 
doing  that.  We  are  putting  all  of  our  clients,  our  Human  Resources 
and  Department  of  Mental  Health  and  Hygiene  clients  in  one  large 
database.  You  will  walk  into  an  office;  you  will  walk  up  to  a  case 
worker;  you  will  get  into  a  database;  and  we  will  determine  if  you 
are  eligible  and  what  you  are  eligible  for  and  the  amounts.  That 
information  is  then  transferred  to  our  vendor.  As  I  said  earlier,  we 
have  totally  out-sourced  this  responsibility.  That  information  is 
then  transferred  overnight  to  our  vendor  and  your  benefits  as  a  cli- 
ent would  be  available  to  you  9  a.m.  the  next  morning  with  a  tem- 
porary card  issued  to  you. 

Senator  LlEBERMAN.  Explain  that  to  me.  How  are  they  available 
to  me  as  a  recipient? 

Mr.  Truax.  We  send  the  amount  that  you  would  qualify  for,  arbi- 
trarily $300  a  month,  to  our  vendor's  computer  system  over  a  pub- 
lic information  network.  That  is  then  processed  and  the  allotment 
is  available  to  you  the  next  morning  via  their  network  on  their 
computer  system. 
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Senator  Lieberman.  This  is  what  I  am  trying  to  understand, 
does  it  get  transferred  to  my  bank  account  or  do  I  take  my  card 
and  go  somewhere  and  get  cash? 

Mr.  Truax.  The  ATM  network  that  we  use  is  the  MOST  network 
over  the  Internet  network  and  you  can  consequently  go  to  any 
MOST  ATM  with  this,  and  it  says  it  on  the  back,  with  this  card 
and  you  can  access  your  cash  benefits  from  that  ATM.  For  food 
stamps,  you  can  then  go  to  any  participating  USDA,  FNS-approved 
merchant  store  and  utiUze  this  for  food  stamps,  the  same  card  for 
food  stamps  through  point  of  sales  devices. 

Senator  Lieberman.  And  I  presume  in  those,  just  as  at  the  point 
of  sale  when  I  give  my  Master  Card,  whoever  is  there  at  the  point 
of  sale  can  check  to  see  whether  I  have  any  money,  any  credit  line 
left  available;  that  on  a  monthly  basis,  there's  only  so  much  that 
can  be  used  for  the  food  stamps? 

Mr.  Truax.  The  balance  is  maintained  real  time.  Consequently, 
if  your  balance  is  at  zero  and  you  go  from  one  store  to  the  next, 
it  will  be  recognized  just  as  with  your  credit  card. 

Senator  Lieberman.  This  also  obviously  skips  the  problem  that 
I  know  I  used  to  deal  with  at  the  State  level  which  is  what  is  the 
recipient  of  a  check,  of  a  governmental  check,  do  to  get  it  cashed 
and  what  impact  does  that  have  on  the  bank  at  the  beginning  of 
the  month  or  at  the  times  when  the  checks  are  out?  So  these  are 
folks  that  are  just  going  to  the  ATM  machines  and  getting  the 
cash? 

Mr.  Truax.  Folks  now  have  the  ability  to  go  to  ATM.  And  related 
to  your  questions  on  savings,  when  we  began  the  program  in  its  en- 
tirety, statewide  implementation,  Governor  Schaefer  and  Secretary 
Carolyn  Colvin,  my  boss  at  the  Department  of  Human  Resources 
were  joined  by  Secretary  Espy.  Secretary  Espy,  during  his  presen- 
tation, suggested  that  disposal  of  food  stamps  alone,  just  the  dis- 
posal of  food  stamps  costs  the  United  States  $220  miUion  a  year. 

Senator  Lieberman.  In  other  words,  after  they  are  redeemed, 
just  getting  rid  of  them? 

Mr.  Truax.  A  quarter  billion  dollars  a  year  in  savings  alone,  if 
we  eliminated  just  the  disposal.  So  I  think  that  there  is  ample  op- 
portunity, as  mentioned  by  members  of  the  panel  previously  for  sig- 
nificant savings.  Many  of  the  benefits  we  see,  certainly  as  I  de- 
scribed next  day  availabiUty  of  benefits  to  our  cHents,  eliminating 
the  mail  service;  when  will  the  check  get  there;  the  potential  of  a 
lost  or  stolen  check  certainly  is  a  benefit.  Our  clients  now  have 
banking-oriented  services  that  they  previously  could  not  have  had. 
They  have  the  ability  to  track  their  balance.  Every  time  you  run 
your  Independence  Card  or  your  debit  card  through  an  ATM  termi- 
nal, you  get  a  statement  out  that  says,  this  is  what  your  benefit 
balance  is  for  the  remainder  of  the  month. 

So  obviously  that  gives  them  the  abihty  also,  something  they  pre- 
viously had  more  difficult  time  with  in  cashing  a  check  in  its  en- 
tirety at  one  time.  They  can  then  try  and  manage  their  own  fi- 
nances. This  was  something  else  that  the  chents  really  felt  was  a 
positive  for  the  system.  It  also  assisted  in  removing  some  of  the 
welfare  stigma,  if  you  will.  And  one  other  big  thing,  I  think  that 
we  all  should  recognize,  is  the  elimination  of  check  cashing  fees 
which  go  from  high,  to  higher  to  highest. 
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Senator  Lieberman.  Right. 

Mr.  Truax.  EBT,  as  we  see  it,  has  provided  all  of  these  benefits. 
It  affords  us  a  significant  number  of  opportunities  in  the  future.  It 
works.  It  is  using  current  proven  technology,  off-the-shelf  tech- 
nology. It  works  and  it  works  well.  It  has  been  accepted  as  you 
asked  before  readily  by  our  clients.  It  is  accepted  and  sought  by  the 
merchants  in  the  State  of  Maryland,  in  particular,  the  city.  Our  op- 
erating costs  are  now  at  the  point  where  we  have  surpassed  that 
initial  high  number  and  we  are  now  down  to  a  little  bit  better  than 
break  even.  We  are  evaluating  our  entire  first  year's  operation  with 
the  help  of  USDA  and  a  subcontractor  to  determine  just  what  the 
cost  in  an  operating  sense  is.  We  feel  it  will  provide  us  with  a  posi- 
tive cash  flow,  if  you  will. 

The  biggest  issue  related  to  savings,  now  that  we  have  the  EBT 
system  and  the  infrastructure  in  place,  everything  that  we  would 
add  to  it  would  be  using  the  existing  technology  or,  as  was  men- 
tioned earlier,  the  existing  information  infrastructure,  at  least  in 
the  State  of  Maryland.  The  system  is  there.  We  are  working  with 
our  other  State  agencies,  possibly  to  provide  unemployment  bene- 
fits with  the  same  system  for  minimal  interface  costs. 

All  of  these  are  incredibly  positive  opportunities.  We  feel  that  the 
system  is  solid.  It  works  very  well.  It  is  interfacing  with  our  newest 
application  which  is,  I  said,  combines  the  database.  One  thing  I 
would  like  to  bring  to  your  attention,  Mr.  Lieberman,  relates  to 

Regulation  E.  ,     it.  j 

Senator  LIEBERMAN.  I  was  going  to  ask  you  about  that.  The  Fed- 
eral Reserve,  I  gather,  is  considering  applying  it  to  these  EBT 
cards  which  would  make  the  States  liable  for  any  loss  or  theft  of 
benefits  over  $50.  What  do  you  think? 

Mr.  Truax.  That  is  the  biggest  issue  on  the  horizon  that  we  can 
see.  And  quite  frankly,  the  liability  issue  is  the  only  one  that  we 
are  concerned  about.  Conservative  estimates  indicate  that  our  oper- 
ating budget  today  with  our  vendor  for  the  system  is  approximately 
$6  million,  $6  to  $7  million  a  year.  It  looks  conservative  really  like 
we  would  double  that  number  if  we  were  to  conform  to  Regulation 
E  in  its  entirety. 

Senator  Lieberman.  The  $6  to  $7  million  is  the  cost  to  you  of  the 
vendor? 

Mr.  Truax.  Yes.  We  are  utihzing  the  same  folks  for  the  State 
employees  that  provided  these  services  before.  This  could  poten- 
tially, not  necessarily  bankrupt,  but  it  certainly  could  cause  the 
State  of  Maryland  to  rethink  its  position  if  Regulation  E  were  to 
be  totally  enforced  for  an  EBT-type  system. 

Additionally,  I  feel  and  possibly  Karen  could  speak  more  to  it,  we 
have  talked  to  other  States  and  certainly  other  States  are  very  con- 
cerned this  could  really  negate  any  of  the  potential  benefits  that  we 
have  experienced  and  that  we  have  tried  to  let  other  States  know 
about.  Consequently,  Regulation  E,  certainly  as  it  is  intended  to 
banking  and  financial  industry,  we  feel  that  there  should  be  some 
consideration  given  to  the  fact  it  is  being  used  in  a  social  welfare 
environment. 

Senator  LIEBERMAN.  Ms.  Walker,  did  you  want  to  add  anything? 

Ms.  Walker.  Most  of  the  States  that  are  currently  either  imple- 
menting EBT  systems  or  have  pilots,  feel  confident  that  we  have 
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done  enough  to  arm  our  recipients  up  front  to  protect  them  from 
the  Reg  E  type  of  unauthorized  transfer  that  is  in  question.  We 
train  our  recipients  extensively  in  the  security  of  the  card,  protect- 
ing the  PIN  number  and  so  forth.  And  we  feel  because  we  go  above 
and  beyond  what  the  general  public  has  and  because  we  also  have 
safety  net  features  in  place  that  would  protect  the  recipient  in  the 
event  of  the  loss,  that  we  should  be  exempt  from  Reg  E.  And  like 
David  has  said,  we  have  talked  to  a  number  of  States  who  were 
ready  to  pursue  EBT.  They  are  waiting  for  the  decision  on  Reg  E. 
We  have  been  told  that  we  probably  will  not  get  a  decision  that  we 
want  to  hear.  I  think  it  is  going  to  stop  the  further  expansion  of 
EBT  nationwide. 

Senator  LlEBERMAN.  We  would  like  to  keep  in  touch  with  you  on 
that.  I  know  there  is  a  fair  amount  of  interest  in  the  Senate  and 
concern  about  that  and  I  hope  we  can  work  together  to  make  sure 
that  it  does  not  inhibit  the  work  that  you  have  done.  Thanks  for 
your  testimony  and  congratulations  on  what  you  have  achieved. 

Mr.  Truax.  Thank  you. 

Senator  Lieberman.  Secretary  Nazario,  welcome.  Thank  you  for 
being  here. 

TESTIMONY  OF  HON.  CARMEN  R.  NAZARIO,i  SECRETARY, 
DELAWARE  DEPARTMENT  OF  HEALTH  AND  SOCLVL  SERVICES 

Ms.  Nazario.  Thank  you  very  much  again,  Senator.  I  appreciate 
your  comments  earlier  today.  It  is  indeed  a  pleasure  for  me  to  be 
here.  I  appreciate  the  opportunity  to  participate  in  your  delibera- 
tions concerning  Federal  and  State  efforts  to  use  technology  to  im- 
prove service  and  cut  costs.  This  is  indeed  an  important  issue  of 
public  policy  and  also  of  public  service  to  the  citizens  we  serve. 

I  want  to  commend  the  Committee  for  your  attention  to  this 
topic.  In  Delaware  under  Governor  Carper's  leadership,  we  are 
deeply  committed  to  the  integration  and  simplification  of  the  assist- 
ance we  provide  to  Department's  clients.  Governor  Carper  has  es- 
tablished, by  Executive  Order,  a  Family  Services  Cabinet  Council 
to  develop  a  statewide  family  strategy  to  assure  that  public  and 
private  initiatives  are  coordinated  and  focused  to  provide  the  sup- 
port and  assistance  needed  to  strengthen  families  and  help  them 
succeed. 

Let  me  start  by  providing  some  brief  background  about  the  struc- 
ture of  our  delivery  system.  I  will  say  a  few  words  about  our  serv- 
ice centers.  Two  decades  ago,  we  began  collocation  of  services  in  an 
attempt  to  assist  our  mental  health  clients  due  to  fragrnentation  of 
services.  Today  we  have  service  centers  that  are  helping  to  inte- 
grate services  for  all  our  clients.  There  are  12  service  centers,  four 
of  which  are  major  centers  and  the  other  eight  are  what  we  call 
satellite  centers.  We  attempt  to  make  them  one  stop  as  much  as 
possible.  We  locate  them  as  close  to  the  community  as  possible; 
hence,  we  have  more  smaller  centers  in  the  rural  parts  of  the 
State. 

Even  when  a  particular  center  does  not  offer  a  service  on  site, 
staff  is  available  for  referral  services.  Further,  we  expect  our  serv- 
ice center  staff  to  be  personally  networked  with  other  nongovern- 


i  The  prepared  statement  of  Ms.  Nazario  appears  on  page  109. 
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mental  community  services.  Last  year  our  service  centers  handled 
over  600,000  client  visits  in  the  State  of  Delaware. 

To  the  extent  possible,  we  house  the  services  of  other  sister  agen- 
cies as  well.  At  various  locations  these  include  the  Departments  of 
Correction,  Labor,  Public  Instruction,  and  Department  of  Services 
to  Children,  Youth  and  Their  Families.  Numerous  nongovernment 
agencies  are  also  collocated  within  our  State  service  centers,  in- 
cluding Head  Start,  senior  centers,  and  Alcohol  and  Drug  Counsel- 
ing programs. 

As  you  can  imagine,  great  care  is  taken  in  determining  the  exact 
location  of  the  service  centers  and  the  many  of  services  to  be  of- 
fered in  each.  The  quality  of  the  physical  facility  is  important.  Con- 
siderable investment  has  been  made  in  upgrading  the  appearance 
of  the  older  facilities.  Clients  have  more  confidence  in  the  quality 
of  the  programming  inside  the  building  if  the  building  itself  is  in- 
viting. 

We  often  find  that  a  client  comes  in  the  door  looking  for  one  serv- 
ice, but  their  success  may  be  enhanced  if  we  get  them  connected 
with  some  others  to  which  they  can  be  referred  within  the  same 
Center.  For  example,  a  prenatal  clinic  client  may  be  connected  to 
the  WIC  program,  to  food  stamps,  to  Medicaid,  and  possibly  child 
support  enforcement.  An  AFDC  client  may  get  connected  to  the 
First  Step  employment  and  training  program  and  parenting  edu- 
cation. The  possibilities  are  endless.  The  single  location  is  the  key. 

Now  about  information  technology.  We  embrace  technology  as 
another  of  our  key  resources.  It  has  allowed  us  to  endure  growing 
caseloads,  make  better  informed  management  decisions  in  our  rap- 
idly changing  service  environment,  and  deliver  better  services  to 
our  clients.  Over  the  past  year,  our  focus  has  been  to  develop  an 
information  infrastructure  that  is  sufficiently  flexible  to  adapt  to 
both  a  changing  service  delivery  environment,  as  well  as  changing 
technology. 

Perhaps  our  most  noteworthy  accomplishment  is  the  use  of  a  sin- 
gle client  identifier  that  allows  us  to  track  our  clients  across  all 
urograms,  going  beyond  the  traditional  social  services  programs 
ike  AFDC,  food  stamps,  Medicaid,  but  to  extend  to  our  mental 
lealth  and  child  support  and  services  to  the  aging  and  the  phys- 
ically disabled.  This  single  client  identifier  I  think  is  unique  to 
Delaware.  When  a  client  enters  our  service  center  or  other  facility 
for  the  first  time,  he  or  she  is  entered  into  our  Master  Client  Index. 
The  index  includes  basic  demographic  information  and  assigns  the 
client  a  unique  identifying  number  that  is  used  by  all  of  our  service 
programs. 

There  are  several  benefits  to  this  type  of  index.  First,  it  allows 
our  case  workers  to  easily  monitor  online  the  client's  involvement 
in  other  programs.  This  results  and  improves  service  coordination 
and  minimizes  service  duplication  and  redundant  information  col- 
lection. Second,  it  allows  us  to  analyze  and  track  cross  program 
service  utilization.  Third,  it  enables  us  to  more  easily  interface  our 
programs,  such  as  in  the  case  of  AFDC  and  the  child  support  pro- 
gram. 

Another  accomplishment  that  we  are  proud  of  in  Delaware  is  our 
extensive  network  of  personal  computers.  Today,  we  have  over  30 
sites  networking  over  1,500  personal  computers.  Thousands  of  elec- 
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tronic  mail  messages  transverse  this  network  daily  and  the  net- 
work provides  access  to  a  wide  range  of  client  and  administrative 
databases. 

I  must  add  that  technology  comes  with  its  attendant  costs.  In  the 
past,  we  have  too  often  thought  of  systems  as  a  one-time  non- 
recurring cost,  unlike  the  cost  of  adding  new  staff.  But  as  I  recently 
explained  at  a  State  budget  hearing,  systems  require  an  invest- 
ment of  base  budget  dollars  similar  to  our  human  resources.  Like 
many  other  States,  our  legacy  systems  that  handle  AFDC  pay- 
ments and  child  support,  need  rewriting  or  major  changes.  And 
with  the  rapid  advances  in  technology,  the  life  cycle  of  our  systems, 
both  hardware  and  software,  are  getting  shorter  and  shorter.  As  a 
result,  State  and  Federal  efforts  that  provide  startup  funding,  but 
do  not  provide  for  continuing  operation  and  replacement  of  sys- 
tems, will  offer  only  short-term  technology  fixes,  not  long-term  so- 
lutions. 

In  terms  of  human  resources.  We  have  come  to  recognize  our 
human  resources  as  critical  to  the  integration  of  services.  By  this 
we  mean  our  personnel  who  provide  direct  client  services  and  the 
staff  who  support  them.  The  service  centers  and  information  tech- 
nology only  exist  to  facilitate  the  interaction  of  our  staff  and  our 
clients. 

We  find  ourselves  placing  more  and  higher  expectations  on  our 
staff.  Our  array  of  programs  is  no  longer  "one  size  fits  all."  As  we 
broaden  the  continuum  of  services,  we  depend  on  staff  to  take  the 
measure  of  the  particular  client  need  and  refer  to  the  appropriate 
part  of  the  service  continuum.  If  we  are  succeeding  in  the  maximiz- 
ing part  of  our  client  commitment,  we  expect  to  see  the  client  move 
through  a  particular  part  of  the  continuum  to  another.  This  all 
takes  staff  judgment. 

We  recognize  that  clients  have  complex  needs.  The  staff  expert 
from  one  program  area,  for  example,  AFDC,  needs  to  know  a  little 
something  about  the  other  programs  and  access  requirements. 
More  and  more,  we  are  seeing  our  direct  client  staff  as  case  man- 
agers. Even  when  we  expect  something  less,  we  still  expect  staff  to 
be  alert  and  assertive  on  behalf  of  the  client. 

In  our  commitment  to  working  with  our  clients,  we  are  seeing 
our  staff  more  often  as  coaches,  helping  to  bring  out  the  best  the 
client  or  the  family  can  achieve.  This  role  for  a  social  worker,  for 
example,  is  quite  different  than  just  being  an  eligibility  worker.  It 
takes  more  training,  but  is  often  the  more  rewarding  and  appealing 
side  of  the  job.  Training,  automation,  and  a  supportive  organiza- 
tional climate  are  all  necessary  ingredients  for  staff  to  successfully 
work  across  both  internal  and  external  organizational  boundaries. 

While  we  are  proud  of  our  accomplishments  in  Delaware,  we  rec- 
ognize there  is  much  to  do.  Our  vision  of  how  we  deliver  our  serv- 
ices in  the  future  has  three  components.  First,  access.  The  Family 
Services  Cabinet  Council  has  identified  those  elements  that  a 
strong  family  needs.  It  has  also  determined  that  a  fragmented  serv- 
ice delivery  system  that  tries  to  treat  individual  systems  and  prob- 
lems, rather  than  looking  at  a  family  as  a  whole  and  giving  more 
emphasis  to  prevention  is  a  barrier  to  strengthening  families. 

Therefore,  the  establishment  of  a  fgunily  resource  center,  often  in 
existing  institutions,  is  a  primary  goal  of  the  Council.  This  concept 
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is  the  natural  evolution  and  growth  of  our  one-stop  shopping  con- 
cept. We  are  bringing  it  up  to  a  higher  level  to  encompass  true  in- 
tegration of  service  delivery;  to  recognize  that  a  service  center  can 
have  satellites  schools,  and  to  further  the  kind  of  electronic  link- 
ages between  public  and  private  agencies  that  enable  a  case  man- 
ager or  family  resource  worker,  to  function  effectively  in  working 
with  an  entire  family. 

As  we  look  ahead  we  see  even  more  opportunities  to  take  our 
services  to  people  where  they  live  and  work.  Like  other  States,  we 
are  experimenting  with  the  use  of  electronic  kiosks  to  get  informa- 
tion to  the  public  at  shopping  malls,  libraries  and  other  public  loca- 
tions. Finally,  we  envision  a  future  where  interactive  television  will 
be  used  to  get  information  to  our  clients,  and  perhaps  even  enroll 
them  in  our  programs. 

Even  with  advances  in  technology  such  as  multimedia  and  inter- 
active systems,  our  clients  will  still  need  the  services  of  a  case 
workers  in  most  instances.  Our  goal  here  is  to  simplify  intake  to 
one  worker/one  application.  We  envision  one  worker  who  can  be 
sensitive  to  all  of  the  needs  of  the  client  and  knowledgeable  enough 
to  tap  the  range  of  resources,  public  and  private.  We  envision  one 
application  that  can  collect  the  data  necessary  to  qualify  the  client 
for  the  fiill  array  of  programs.  While  the  critical  ingredient  here  is 
a  well  trained  case  worker,  technology  can  facilitate  this  through 
knowledge-based  systems.  As  a  first  step,  we  have  developed  an  on- 
line directory  for  our  case  workers  of  all  services,  public  and  pri- 
vate, available  in  the  State. 

Another  element  of  our  vision  is  improved  coordination  of  serv- 
ices. Our  clients  today  have  multiple  problems  which  often  require 
many  different  service  providers.  Coordination  among  these  provid- 
ers is  no  easy  task.  But  if  the  celebrated  in  formation  highway  by- 
passes our  service  delivery  system,  we  will  have  lost  an  important 
opportunity  to  improve  the  efficiency  and  effectiveness  of  our  serv- 
ices. More  flexible  communications  systems  are  needed  to  enable 
agencies  with  many  providers  to  work  more  closely  with  those  pro- 
viders. An  example  is  our  program  for  identifying  and  servicing 
children  with  developmental  risks.  Iruthis  program,  we  have  estab- 
lished a  system  that  allows  hospitals  and  other  providers  to  coordi- 
nate service  delivery  using  a  central  database.  This  is  only  a  begin- 
ning, and  far  more  sophisticated  communications  systems  will  be 
needed  to  support  a  complex  service  delivery  system  that  has 
grown  in  recent  years. 

In  these  times  when  we  are  asked  to  do  more  with  less,  tech- 
nology provides  us  with  a  valuable  tool.  Thank  you. 

Senator  LlEBERMAN.  Thank  you  very  much.  You  ended  on  the 
right  note.  Let  me  just  ask  you  while  I  think  about  it,  and  I  admire 
what  you  have  done  to  create  the  one-stop  shopping.  So  many  of 
the  programs  that  we  are  dealing  with  have  different  eligibility 
standards.  How  do  you  bring  that  all  together? 

Ms.  Nazario.  I  was  mentioning  to  your  staff  director  on  the  way 
down  that  is  perhaps  where  we  seek  your  assistance.  A  single 
means  test  would  be  valuable  to  accomplishing  the  simplification 
that  we  are  seeking. 
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Senator  LlEBERMAN.  A  single  means  test  really  across  the  whole 
array  of  programs  we  are  talking  about — food  stamps,  AFDC,  et 
cetera? 

Ms.  Nazario.  What  we  do  now  is  we  try. 

Senator  LlEBERMAN.  It  seems  logical,  does  it  not?  I  am  sorry,  go 
head.  Did  I  cut  you  off? 

Ms.  Nazario.  We  try  within  the  limitations  that  exist  to  simplify 
the  effort,  to  get  as  much  information  as  possible  up-front,  and  use 
the  technology  to  support  that  effort.  But  there  is  no  doubt,  in  spite 
of  all  the  work  that  is  being  done  and  has  been  done  to  attempt 
the  welfare  simplification  project,  that  there  is  still  a  long  way  to 
go. 

Senator  LlEBERMAN.  Thank  you.  Let  us  go  finally  to  Mr. 
Porterfield.  I  appreciate  your  presence  and  by  this  time  your  pa- 
tience. 

TESTIMONY  OF  H.W.  PORTERFIELD,i  PRESmENT, 
CONSULTING  RESOURCES,  INC. 

Mr.  Porterfield.  Good  morning,  Mr.  Chairman.  Thank  you  for 
the  opportunity  to  be  here  today.  Your  letter  inviting  me  to  appear 
here  stated  that  the  EnviroText  project  is  an  exciting  innovation  in 
providing  access  to  environmental  rules  and  regulations.  I  whole- 
heartedly agree  with  you.  My  presentation  today  consists  of  No.  1, 
a  prepared  statement  which  addresses  what  EnviroText  is,  the  ra- 
tionale, the  need  and  background  for  EnviroText,  and  what 
EnviroText  contains. 

Concluding  this  statement,  we  will  demonstrate  EnviroText  for 
you.  We  are  connected  to  your  monitors  with  a  lap-top  computer. 
A  member  of  my  staff,  Mr.  Jeff  Lucas,  will  connect  to  a  telephone 
line  to  Champaign,  Illinois,  and  present  environmental  require- 
ments real  time  for  you  to  see  on  the  screen  in  front  of  you.  We 
have  prepared  a  brief  search  scenario  which  will  give  you  an  over- 
view of  EnviroText.  In  the  interest  of  time,  we  have  not  structured 
this  scenario  though  to  show  you  the  total  depth  and  power  of 
EnviroText  search  capabilities. 

When  we  have  concluded  the  demonstration,  we  will  be  happy  to 
answer  your  questions.  If  you  wish  to  learn  more  about  the  depth, 
strengths  and  details  of  EnviroText,  we  will  be  happy  to  meet  in 
your  office  with  your  staff  at  whatever  time  is  convenient  to  you. 
At  the  conclusion  of  the  live  demonstration,  I  will  suggest  several 
ideas  for  further  development  of  EnviroText. 

EnviroText  is  short  for  EnviroText  Retrieval  System.  EnviroText 
consists  of  a  computerized  information  retrieval  system  with  a 
large  database  of  environmental  requirements.  It  is  literally  a 
desk-top  environmental  requirements  library.  It  is  an  EPA-initi- 
ated,  multiagency  sponsored  system  housed  at  the  University  of  Il- 
linois in  Champaign.  The  computer  program  for  EnviroText  and 
much  of  the  database  has  been  developed  by  the  U.S.  Army  Crops 
of  Engineers,  Construction  Engineering  Research  Laboratory  or 
CERL  at  Champaign,  Illinois. 

One  of  the  documents  I  have  provided  you  is  a  small  brochure 
which  briefly  introduces  EnviroText.  You  will  note  that  this  bro- 


iThe  prepared  statement  of  Mr.  Porterfield  appears  on  page  116. 
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chure  asks  the  question  of  how  clean  is  clean?  To  answer  that 
question,  there  is  another  question.  To  what  law  do  you  wish  to 
clean  a  particular  site?  I  am  sure  this  Subcommittee  would  be  the 
first  to  agree  that  a  multitude  of  environmental  requirements  have 
been  promulgated  over  the  years  since  the  passage  of  the  National 
Environmental  Policy  Act,  better  known  as  NEPA.  In  fact,  these  23 
plus  years  have  seen  an  explosion  in  environmental  legal  require- 
ments. Today  literally  thousands  of  statutes,  regulations,  cases, 
policies,  and  other  legal  requirements  create  a  landscape  which 
complicates  interpretation,  enforcement,  compliance  and  subse- 
quent lawmaking. 

Some  learned  practitioners  claim  environmental  law  has  ex- 
ceeded the  complexities  of  the  Internal  Revenue  code.  The  cumu- 
lative impact  of  all  relevant  and  numerous  sources  of  law  form  an 
interlocking  system  of  legal  requirements  which  must  be  consid- 
ered when  faced  with  an  environmental  problem.  In  order  to  fully 
appreciate  the  magnitude  of  the  challenge,  let  me  reiterate  the 
sources  of  Federal  law  which  must  be  dealt  with  in  each  environ- 
mental case. 

Under  the  Federal  Sources  Law,  we  have  the  executive  branch 
with  Executive  orders,  regulations,  administrative  orders  and  rul- 
ings, international  treaties,  and  interagency  agreements.  In  the 
legislative  branch,  of  course,  you  have  the  statutes,  articulated  reg- 
ulation, legislative  override  by  case  law.  And  on  the  judicial 
branch,  case  law  interpretation  and  declaration  of  unconstitution- 
ality. 

In  addition,  to  all  the  above,  we  have  50  States,  four  territories, 
plus  the  District  of  Columbia,  with  other  equally  complicated  laws 
and  regulations.  We  have  interstate  compacts,  interbasin  agree- 
ments, aquifer  compacts,  substance  concentration  requirements, 
and  on  and  on.  The  EPA  Superfund  Program  recognized  this  di- 
lemma and  developed  a  new  acronym,  ARARs.  ARARs  means  appli- 
cable or  relevant  and  appropriate  requirements.  The  process  of  de- 
fining ARARs  became  a  very  time-consuming  and  laborious  proc- 
ess. In  fact,  it  created  a  lot  of  billable  hours  for  lawyers  and  con- 
sultants. 

Again,  the  Superfund  Program,  recognizing  the  need  to  do  a 
more  accurate,  timely,  and  cost-effective  job  of  determining  ARARs, 
decided  to  build  a  computerized  tool.  Therein  lies  the  birth  of 
EnviroText.  The  project  was  initiated  in  fiscal  year  1991  as  a  joint 
effort  between  the  Environmental  Protection  Agency  and  Depart- 
ment of  Energy.  EnviroText  is  now  a  multiagency  project  with  the 
Department  of  Energy,  the  Department  of  Defense,  the  U.S.  Army, 
the  Department  of  Interior  and  the  Department  of  Justice,  provid- 
ing monies  to  EPA. 

EPA  in  turn  funds  CERL,  the  Construction  Engineering  Re- 
search Laboratory,  through  a  grant  to  develop  and  bring  online 
EnviroText.  We  have  identified  some  150  Federal  environmental 
laws  which  represents  the  majority  of  Federal  environmental  re- 
quirements. These  150  Federal  laws  have  been  abstracted  into  lay- 
men's terms  and  both  the  abstract  and  the  full  text  are  now  online. 
I  have  presented  here,  in  my  written  test,  a  listing  of  what  is  envi- 
sioned to  be  online  when  EnviroText  is  on  fully  operational.  I  will 
not  go  through  them  in  the  interest  of  time. 
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We  have  recently  completed  the  Beta  test  of  the  system  and 
EnviroText  is  now  in  its  pilot  phase.  The  purpose  of  the  Beta  test 
is  to  uncover  any  quirks,  bugs  and  user-hostile  aspects  of  a  given 
computer  program.  The  schedule  currently  calls  for  EnviroText  to 
go  online  as  a  full  operational  program  in  the  fall  of  1994. 

Mr.  Chairman,  I  would  hke  to  say  that  I  have  worked  in  both 
Federal  Government  and  the  environmental  and  information  con- 
sulting world  for  over  30  years.  I  have  seen  a  lot  of  Federal  pro- 
grams come  and  go.  I  have  seen  the  "wheel  reinvented"  several 
times.  However,  in  the  past  2  years,  I  have  had  the  privilege  to 
work  on  two  Federal  programs  which  are  outstanding  successes. 
EnviroText  is  one  of  those  programs. 

The  EPA  Superfund  Program,  as  we  all  know,  has  received  criti- 
cism for  many  things.  However,  I  believe  the  Superfund  Program 
office  should  be  given  a  pat  on  the  back  for  recognizing  the  mag- 
nitude of  the  problems  associated  with  ARARs  and  developing  a 
tool  to  assist  in  resolving  the  ARAR  delineation. 

The  construction  Engineering  Research  Laboratory  of  the  U.S. 
Army  Corps  of  Engineers  has  done  an  outstanding  job  in  develop- 
ing and  implementing  EnviroText  and  other  computerized  manage- 
ment tools.  However,  there  is  little  CERL  can  do  without  continu- 
ous support  and  funding  from  the  supporting  agencies.  There  are 
currently  some  areas  of  EnviroText  development  for  which  CERL 
is  underfunded. 

Certainly  the  EPA  should  be  the  best  source  for  environmental 
requirements.  They  do  not  know  themselves  how  many  regulations 
they  have  promulgated.  If  I  may  quote  from  a  statement  made  by 
the  EPA  Administrator,  Ms.  Carol  Browner,  in  September  of  1993: 

We  all  know  that  environmental  laws  and  therefore  environmental  regu- 
lations are  growing  more  and  more  complicated.  It  is  even  complicated  to 
find  out  what  the  rules  are.  Local  officials  have  pointed  out  that  the  right 
information  has  been  very  difficult  to  find  and  then  when  they  do  find  it, 
it  is  very  confusing.  As  a  result,  one  of  the  first  things  EPA  needs  to  do 
is  let  everyone  know  just  what  they  are  responsible  for  in  a  way  they  can 
understand. 

If  I  could  speak  with  Ms.  Browner,  I  would  say,  you  have  got  it! 
EnviroText  works!  Use  it!  Support  it!  But  because  of  an  agency  in- 
action, during  what  appears  to  be  a  prolonged  reorganization, 
EnviroText  may  be  delayed,  but  hopefully  will  not  die. 

Mr.  Chairman,  with  your  permission,  we  will  now  go  on  to  the 
demonstration.  If  you  will  flip  the  switch  to  on,  on  your  monitor, 
Jeff   will    go    through    a    number    of    searches    to    demonstrate 

EnviroText.  ^     j    a 

Senator  LiEBERMAN.  Are  the  other  monitors  on?  Yes.  Good.  At 
this  point,  we  are  in  a  pilot  program  stage  so  that  people  can  ac- 
cess this  service? 

Mr.  PORTERFIELD.  Yes,  sir,  the  pilot  program  at  this  stage  is 
strictly  for  use  by  those  agencies  who  have  contributed  money  to 
the  development  of  it. 

Senator  LiEBERMAN.  But  at  this  time  the  average  small  business- 
man cannot  hook  into  it? 

Mr.  PORTERFIELD.  No,  sir.  They  cannot. 

Senator  LiEBERMAN.  But  that  is  what  we  are  aiming  for?  That 
is  part  of  what  we  are  aiming  for  in  a  broader  system? 

Mr.  PORTERFIELD.  That  is  right. 
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Mr.  Lucas.  What  I  would  like  to  do  is  just  briefly  walk  you 
through  the  system,  what  it  contains,  and  what  it  is  going  to  con- 
tain. You  will  notice  that  things  that  are  highlighted  on  the  screen 
are  currently  in  the  system.  Things  that  are  not  highlighted  are 
things  that  efforts  are  being  made  now  to  collect  the  respective 
data  and  place  it  online. 

We  are  now  looking  at  the  main  menu.  As  you  can  see,  you  may 
access  several  different  avenues.  No.  1  is  a  brief  introduction  to 
what  EnviroText  is.  You  see  that  No.  2  provides  you  with  the  fol- 
lowing: the  abstracts  and  the  full  text  of  Federal  laws,  the  full  text 
of  the  State  laws,  and  the  Federal  Facilities  Compliance  Act,  online 
and  all  full  text  searchable.  Now  we  return  to  the  main  menu.  We 
will  get  out  of  No.  3  which  will  show  you  the  regulatory  data  sets. 
Again,  here  we  have  abstracts  and  full  text  of  Federal  and  State 
regulations,  the  Federal  Register.  I  think  the  plan  is  to  place  it  on- 
line on  a  weekly  basis,  maybe  more  often,  maybe  less  often,  de- 
pending on  needs,  and  the  Unified  Agency  of  Federal  Regulations. 

Under  4,  the  congressional  data  sets,  the  Congressional  Record, 
and  Congressional  Update. 

Senator  Lieberman.  The  Update  would  be  a  report  on  the  status 
of  environmental  measures  in  Congress? 

Mr.  PORTERFIELD.  Yes,  sir. 

Mr.  Lucas.  Under  5,  you  will  see  that  currently  we  have  online 
U.S.  policies  regarding  Native  Americans  and  we  are  working  on 
placing  the  codes  that  the  tribes  have  developed  for  themselves. 
Item  6,  the  international  agreements  which  are  the  international 
agreements  and  international  treaties.  No.  7,  what  we  have  here 
is  agency  specific  data  sets  of  the  funding  agencies,  these  are  items 
that  each  contributing  agency  has  said  they  would  like  to  see  on- 
line, real  time  and  full  text  searchable.  The  EPA  has  the  NCP,  the 
compendium  and  Superfund  program  publications  and  some 
ARARs  information,  records  of  decision  or  RODs,  and  national 
guidance,  and  water  quality  standards  for  wetlands. 

No.  2,  Department  of  Interior  has  placed  on  the  National  Reg- 
ister of  Historic  Places,  a  list  of  State  historic  preservation  officers, 
national  wetlands  and  inventory  fact  sheets  and  information,  an 
outstanding  river's  list,  river  conservation  directory,  and  a  matrix 
of  50  States. 

Item  3,  the  Council  on  Environmental  Quality  (CEQ)  requested 
the  40  most  asked  questions  concerning  CEQ's  National  Environ- 
mental Policy  Act  be  placed  on  the  system. 

Senator  LlEBERMAN.  Can  you  go  into  those  for  a  minute? 

Mr.  Lucas.  It  is  highlighted  and  it  is  online.  And  here  is  a  table 
of  contents.  We  can  look  through  the  full  text  of  the  document  here 
if  you  wish. 

Senator  Lieberman.  A  lot  of  what  was  said  before  was  obviously 
valuable,  but  the  formal  stuff,  in  other  words,  it  might  help  a  law- 
yer or  consultant,  but  it  probably  is  going  to  be  a  little  more  dif- 
ficult for  the  average  small  business  person  who  is  trying  to  figure 
out — I  am  looking  down  the  road  here — what  he  or  she  has  to  do 
to — it  is  not  that  they  are  not  intelligent  enough,  but  it  is  not  going 
to  be  easily  accessible  to  them.  These  questions  and  answers  look 
like  they  might  be  more  in  plain  language. 
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Mr.  PORTERFIELD.  The  abstract  of  the  State  regulations  and  the 
State  statutes,  when  they  are  onhne  will  be  more  in  tune  to  the 
small  businessman. 

Senator  LlEBERMAN.  Good. 

Mr.  PORTERFIELD.  Certainly  the  abstracts. 

Mr.  Lucas.  Quickly  item  4,  Executive  office  data  sets.  That  is 
Executive  orders  and  Presidential  proclamations.  To  address  your 
question  about  the  small  businessman,  we  have  developed  a  couple 
of  searches  that  I  would  like  to  go  through,  and  just  quickly  show 
these  examples. 

Here  we  have  what  is  called  E-Regs.  This  environmental  regula- 
tion's data  set  was  formally  in  CELDs.  Say  an  individual  in  a 
State,  for  example,  your  State  of  Connecticut  will  see  that  online 
we  have  158  records.  The  State  of  Connecticut  has  promulgated 
these  regulations  and  they  are  there  online  real  time  right  now.  If, 
for  example,  you  were  a  business  considering  developing  a  plant 
that  manufactured  paints  or  coatings,  you  could  just  get  online  and 
retrieve  the  relevant  information  you  need. 

Let  me  point  out  here  that  everything  is  a  Boolean-type  operator 
and  a  Boolean  search,  so  it  is  fairly  simple.  If  you  want  to  look  up 
coatings,  you  will  just  say,  I  am  in  Connecticut  and  I  am  dealing 
with  coatings  and  manufacturing  say. 

Senator  LlEBERMAN.  So  what  are  you  going  to  get? 

Mr.  Lucas.  You  will  find  that,  indeed,  there  is  some  information 
here  you  may  want  to  look  at.  And  that  one  record  is  broken  down 
into  12  different  fields,  all  of  which  we  will  take  a  look  at  now. 
Once  you  get  used  to  the  system,  you  will  want  to  pick  and  choose 
them,  but  for  right  now,  we  will  take  a  look  at  them  all.  And  you 
will  see  here  that  air  quality  standards,  the  stationary  sources  re- 
quiring permits  for  construction  operation,  a  fairly  recent  record  on 
6-2-93,  and  the  legal  reference.  It  gives  you  an  exact  legal  ref- 
erence. 

We  will  just  move  forward  here  a  little  bit  and  look  at  it  some 
more.  You  see  the  agency  address  and  the  agency  that  promul- 
gated, in  case  you  have  questions  in  reference  to  it.  You  might  have 
to  comply  with  them.  If  they  have  a  phone  number,  you  can  go 
right  to  that.  And  then  the  abstract  takes  the  full  text  and  elimi- 
nates the  legal  jargon  and  puts  it  basically  in  laymen's  terms.  Let's 
scroll  down  and  take  a  look  at  it. 

Senator  Lieberman.  Good. 

Mr.  Lucas.  And  you  can  see  that  the  key  terms  of  your  search 
are  highlighted.  The  searching  and  retrieval  mechanism  is  fairly 
robust,  but  in  the  interest  of  time,  we  will  not  go  over  all  of  the 
power.  I  will  need  to  say  though  it  is  a  full  text  searchable  system 
that  is  not  just  working  on  designated  key  words.  It  does  go 
through  the  entire  text. 

And  just  to  show  a  little  about  the  speed  and  efficiency  of  such 
a  system,  we  will  go  into  the  Department  of  Interior,  their  National 
Register  of  Historic  Places.  And  you  will  see  at  the  beginning  of 
each  data  set,  there  is  a  short  description  and  here  we  have  over 
60,000  unique  historic  places  throughout  the  United  States  on 
there.  If  you  just  watch,  if  you  are  interested  in  seeing  how  many 
of  those  are  located  in  the  State  of  Connecticut,  quickly  after 
searching  through  60,000,  you  will  see  that  1,202  are  indeed  there. 
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To  bring  it  a  little  bit  closer  to  home,  you  will  see  that  in  New 
Haven,  and  it  just  takes  a  couple  of  seconds  more  here  to  figure 
out  that  there  is  192  there.  So  you  can  even  get  more  specific.  If 
you  are  worried  about  impeding  on  historic  buildings  and  stuff  like 
that  for  construction  or  demolition  or  whatever,  we  will  combine 
search  statement  two  with  the  word  building  and  you  will  see  there 
it  is  Connecticut  and  New  Haven  and  building.  Here  you  will  find 
there  are  five. 

This  database  again  has  it  broken  down  into  separate  fields.  In 
this  instance,  we  will  just  look  at  county,  the  name  of  the  resource, 
its  address,  and  the  city.  I  do  not  know  if  you  recognize  anything 
we  are  looking  here,  where  they  are,  but  indeed  it  gives  you  their 
addresses  and  what  the  resource  name  is  called. 

Senator  LlEBERMAN.  It  appears  that  I  live  in  a  history-laden  com- 
munity. 
Mr.  PORTERFIELD.  To  say  the  least. 

Senator  LlEBERMAN.  Thank  you.  I  am  afraid  we  are  going  to  have 
to  begin  to  wind  up.  That  was  very  helpful.  I  appreciate  your  mak- 
ing the  effort  to  bring  in  the  equipment  and  let  us  see  how  it  could 
work.  That  is  obviously  an  enormous  amount  of  potential  there  for 
us  to  break  through  the  confusion  and  some  of  the  grumpiness  out 
there  about  environmental  regulations.  Of  course,  some  of  it  will 
have  to  still  be  our  work  to  reduce  the  number  of  laws  and  regula- 
tions. That  is  a  separate  topic,  but  with  whatever  is  there,  obvi- 
ously this  can  make  it  much  easier  to  get  into  and  understand. 
Have  you  finished  your  statement? 

Mr.  PORTERFIELD.  There  are  a  couple  of  other  points  I  would  like 
to  make.  Senator,  if  I  may. 

Senator  LlEBERMAN.  Go  ahead. 

Mr.  PORTERFIELD.  Mr.  Chairman,  the  Superfund  Program  char- 
ter, as  I  am  sure  you  are  well  aware,  is  somewhat  more  limited 
than  EPA's  charter  overall.  EnviroText  should,  at  the  very  least,  be 
elevated  to  an  overall  agency  program  and  adequately  supported, 
because  the  Superfund  Program  does  not  really  have  the  charter  to 
go  around  developing  things  for  DOD  and  DOE,  et  cetera. 

EnviroText  is  a  system  which  should  be  available  to  Govern- 
ments, industry,  foreign  countries,  and  international  organizations. 
We  demonstrated  EnviroText  at  the  1992  Superfund  Conference 
last  December.  One  attendee  from  the  Swedish  Government  was 
there  to  learn  more  about  the  U.S.  regulations  on  concentrations  of 
specific  pollutants.  His  job  was  to  redo  some  of  the  Swedish  regula- 
tions. We  ran  a  quick  search,  found  what  he  wanted,  printed  it  out, 
and  he  went  home  happy.  And  in  fact,  EPA  received  a  nice  letter 
of  thanks. 

However,  EnviroText  will  not,  in  my  opinion,  meet  the  scheduled 
goal  to  be  online  in  late  1994  and  beyond  the  way  things  are  now. 
During  the  EPA  reorganization,  practically  all  work  on  EnviroText 
has  ceased.  The  money  is  there.  The  hours  are  there.  The  contract 
and  grants  are  in  place.  But  there  seems  to  be  no  one  to  throw  the 
switch  or  just  sign  the  paper.  Since  there  is  a  crying  demand  for 
EnviroText  on  the  part  of  Government — Federal,  State,  local  and 
even  the  private  sector — I  can  only  hope  that  someone,  some  place 
does  not  spend  a  lot  of  money  reinventing  this  wheel. 
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Mr.  Chairman,  you  invited  me  to  speak  here  today,  asking  that 
I  talk  about  how  the  EnviroText  system  could  simplify  compliance 
for  businesses.  Sir,  I  believe  the  time  has  come  for  a  coming  to- 
gether of  information.  There  are  more  management  and  informa- 
tion systems  for  environmental  issues  than  one  could  ever  have 
imagined  in  the  few  short  years  ago.  My  company  recently  con- 
ducted a  study  of  DOD  and  DOE  concerning  their  programs  on  pol- 
lution prevention  and  mechanisms  for  tracking  their  progress.  We 
identified  and  evaluated  some  206  separate  information  systems. 
EPA  alone  has  published  a  directory  of  their  information  systems. 

In  my  opinion,  a  separate  project  should  be  set  up  which  could 
cut  across  Federal  offices,  bringing  together  the  best  parts  of  var- 
ious systems  and  put  them  together  in  one  environmental  informa- 
tion system.  This  system  would  have  two  parts — (1)  a  require- 
ment's parts,  and  EnviroText  already  has  that;  (2)  a  technology 
part,  there  are  numerous  technology  and  technology  transfer  sys- 
tems which  could  be  quickly  combined.  This  so-called  mega  envi- 
ronmental information  system  would  have  a  service  center  manned 
by  technically  competent  professionals,  where  people  desiring  infor- 
mation could  contact  the  service  center.  The  service  center  would 
query  the  system  and  provide  the  answers.  This  could  be  run  on 
a  user-fee  basis. 

It  has  been  shown  that  an  average  professional  making  query  of 
an  information  system  takes  about  8  minutes.  A  computer  can  do 
the  same  query  in  about  30  seconds.  A  service  center  staffed  with 
competent  people  and  equipped  with  expert  system  capabilities 
could  be  far  more  cost  effective.  When  the  mega  environmental  in- 
formation system  concept  has  been  finalized,  a  competitive  procure- 
ment process  should  be  initiated  between  private  enterprises, 
nonprivate  organizations,  and  educational  institutions  to  imple- 
ment the  system. 

Note,  Mr.  Chairman,  that  there  is  currently  no  schedule  for 
EnviroText  being  available  to  business.  Thank  you  again  for  the 
opportunity  to  appear  before  you.  If  we  may  help  in  any  way,  we 
will  be  happy  to  do  so. 

Senator  Lieberman.  Thanks,  Mr.  Porterfield.  Thanks  for  the  tes- 
timony and  for  your  very  pointed,  but  appropriately  pointed  com- 
ments at  the  end.  I  regret  that  I  have  to  move  on  at  this  point.  But 
I  wanted  to  thank  each  of  you  for  coming  here.  I  think  you  have 
really  helped  to  show  in  each  in  your  own  way  and  quite  tangibly, 
quite  realistically,  the  potential  of  the  new  technology,  information 
technology,  particularly  to  Government.  And  I  appreciate  it  very 
much. 

We  are  going  to  keep  the  record  of  the  hearing  open  for  another 
3  weeks.  We  may  want  to  address  some  additional  questions  to  you 
through  the  mail.  If  you  have  any  additional  statements  you  would 
like  to  make  for  the  formal  record  of  the  hearing,  we  would  wel- 
come them.  And  this  Subcommittee  is  going  to  stay  involved  in 
this,  so  we  would  welcome  your  continuing  input.  I  personally  be- 
lieve there  is  just  tremendous  potential  here.  You,  each  in  your 
own  way,  are  beginning  to  tap  into  that  potential.  My  sense  is  that 
you  are  ahead  of  most  of  the  rest  of  the  Federal  and  State  Govern- 
ments. I  suppose  that  is  why  we  asked  you  to  be  here.  So  we  thank 
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you  fcr  that  leadership  and  I  hope  we  can  help  bring  the  rest  up 
closer  to  where  you  are. 

The  hearing  is  now  adjourned. 

[Whereupon,  at  11:55  a.m.,  the  Subcommittee  adjourned,  subject 
to  the  call  of  the  Chair.] 
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PREPARED  STATEMENT  OF  SALLY  KATZEN 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  SalW  Katzen,  Adminis- 
trator, Office  of  Information  and  Regulatory  Affairs  in  the  Office  of  Management 
and  Budget  (0MB).  I  am  pleased  to  begin  what  I  hope  will  be  a  continuing  dialogue 
with  this  Subcommittee,  as  we  move  forward  to  exploit  the  potential  of  information 
technology  to  improve  the  delivery  of  government  services  to  the  public. 

I  appreciate  your  inviting  me  to  be  here  today  to  discuss  the  National  Perform- 
ance Review  and  the  goals  and  the  strategies  being  undertaken  by  the  Administra- 
tion to  use  technology  to  improve  delivery  of  services  to  the  public. 

As  your  letter  of  invitation  recognizes,  the  Office  of  Information  and  Regulatory 
Affairs  is  charged  under  the  Paperwork  Reduction  Act  (44  USC  35)  with  proyidmg 
leadership  and  oversight  for  the  information  resources  management  (IRM)  activities 
of  the  Federal  government.  This  responsibility  includes  monitoring  agency  activities 
under  the  Computer  Security  Act  and  the  Privacy  Act.  Since  I  arrived  at  OIRA,  we 
have  taken  several  steps  to  improve  the  Federal  government's  performance  in  the 
information  area.  One  of  the  most  important  projects  is  the  revision  of  OMB's  policy 
guidance  on  information  resources  management  (OMB  Circular  No.  A-130).  We  is- 
sued a  revision  of  the  provisions  with  respect  to  information  policy  on  July  2,  1993, 
and  a  notice  of  proposed  revisions  of  the  provisions  affecting  government  acquisition 
and  use  of  information  technology  on  September  10,  1993. 

In  addition,  in  June  of  this  year,  OIRA  began  a  project  to  improve  Federal  mfcr- 
mation  management  practices  using  the  resources  and  talents  of  the  principal  Fed- 
eral management  agencies.  To  this  end,  OMB  has  joined  with  the  National  Archives 
and  Records  Administration  (NARA),  the  National  Institute  of  Standards  and  Tech- 
nology (NIST),  the  Office  of  Personnel  Management  (0PM),  the  General  Services 
Administration  (GSA),  and  the  General  Accounting  Office  (GAO)  to  sponsor  a  series 
of  pilot  studies  and  evaluations  that,  when  available  on  a  government-wide  basis, 
will  improve  both  the  efficiency  of  the  Federal  government  and  its  ability  to  serve 
the  public.  The  Project  has  three  basic  thrusts,  all  underway  concurrently. 

•  The  first  focuses  on  short-term  actions,  already  planned  or  in  progress,  spon- 
sored by  one  of  the  participating  agencies.  By  evaluating  and  publicizing  successful 
information  systems,  the  Project  will  illuminate  models  and  practices  that  other 
agencies  can  use.  This  initiative  seeks  to  take  advantage  of  steps  that  can  quickly 
be  undertaken,  using  key  agency  projects  as  pilots  for  change. 

An  example  of  a  short-term  pilot  is  OPM's  efforts  to  rediuce  the  time  required  to 
fill  certain  Federal  job  vacancies  in  high  demand  professions  by  allowing  candidates 
to  begin  the  application  process  using  an  "800"  number  via  a  touchtone  telephone. 
Since  going  live  in  August  1993,  the  system  has  processed  over  1000  applications 
for  nursing  positions.  The  application  process  has  been  simplified,  taking  less  than 
ten  minutes  to  complete,  and  it  proved  to  be  so  successful  that  OPM  expanded  the 
system  from  4  to  8  incoming  lines.  A  customer  satisfaction  study  performed  as  part 
of  the  pilot  study  shows  that  over  80  percent  of  the  applicants  find  the  system  easy 
to  use.  Feedback  from  the  applicants  has  resulted  in  several  improvements  being 
made  to  the  system.  Making  the  application  more  "user  friendly"  and  responsive  in- 
creases its  attractiveness  to  candidates,  resulting  in  a  larger  applicant  pool.  From 
the  agency  perspective,  the  revised  process  facilitates  the  screening  and  identifica- 
tion of  potential  hires.  OPM  is  now  working  to  develop  an  online  access  capability 
for  agencies  to  screen  applicants  in  near-realtime.  Agencies  have  also  expressed  an 
interest  in  expanding  the  pilot  to  allow  completion  of  applications  for  other  positions 
over  the  phone  instead  of  using  the  SF-171. 

•  The  goal  of  the  Project's  longer-term  efforts  (lasting  12  to  18  months)  is  to 
achieve  measurable  performance  gains  through  fundamental  changes  in  information 
management  practices.  This  initiative  also  aims  to  evaluate  and  select  the  best  pro- 
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totype  activities  for  use  government-wide.  New  opportunities  made  feasible  by  tech- 
nology advances  will  be  identified  and  exploited.  In  several  cases,  these  long-term 
projects  involve  several  agency  participants  and  cover  a  range  of  interrelated  sub- 
jects. 

An  example  of  an  effort  oriented  towards  improving  the  ability  of  the  Federal  gov- 
ernment to  provide  service  to  the  citizen  involves  sharing  military  records  between 
the  Departments  of  Defense  and  Veterans  Affairs.  Sponsored  by  0MB,  this  effort 
seeks  to  improve  the  interagency  sharing  and  internal  agency  processing  of  informa- 
tion concerning  service  members.  Important  information  concerning  an  individual's 
eligibility  for  veteran's  benefits,  including  home  loans,  Montgomery  student  loans, 
Veteran's  burial  benefits,  and  Veteran's  health  benefits,  is  contained  in  Department 
of  Defense  records  and  forwarded,  on  a  paper  form,  to  the  Department  of  Veterans 
Affairs  for  benefit  administration.  The  initiative  will  explore  methods  to  streamline 
this  information  transfer,  which  will,  in  turn,  improve  processing  and  awarding  of 
veterans  benefits.  The  Department  of  Veteran's  Affairs  is  working  to  create  a  Mas- 
ter Veteran  Record  which  would  serve  as  a  locator  for  the  potentially  diverse  set 
of  records  maintained  for  service  veterans  and  their  dependents.  The  DVA  has  also 
established  a  Service  Medical  Records  Center  in  St.  Louis  that  is  receiving  service 
medical  records  from  the  Military  Services,  and  is  piloting  a  method  of  electronically 
sharing  medical  records  between  DVA  and  DOD  hospitals. 

•  The  third  thrust  of  the  Project  seeks  to  tie  the  short-  and  long-term  efforts  to- 
gether. It  is  based  on  an  ongoing  GAO  project  to  improve  the  Federal  government's 
information  resources  management  by  identifying  and  disseminating  practices  from 
organizations  that  have  proven  to  be  consistently  successful  in  applying  information 
technology  to  improve  mission  performance.  The  target  audiences  for  the  results  of 
this  project  are  the  highest-level  senior  decisionmakers  in  both  agencies  and  the 
oversight  community.   Dissemination  of  the  best  practices  will  proceed  in  three 

E bases.  The  first  phase  will  concentrate  on  getting  the  general  message  out  to  the 
roadest  possible  audience  through  a  combination  of  briefings,  hearings,  and  re- 
ports. The  second  phase  will  focus  on  providing  technical  and  managerial  assistance 
to  those  agencies  who  wish  to  implement  these  practices.  A  complementary  effort 
will  involve  the  identification  of  several  "model"  agencies  that  are  particularly  inter- 
ested in  applying  these  management  practices  in  pilot  projects.  This  testing  will  de- 
termine wnether  the  specific  practices  are  workable  government-wide.  At  this  point, 
pilots  and  dissemination  efforts  will  be  evaluated  for  their  applicability  to  other  Fed- 
eral agencies.  The  third  phase  will  involve  determining  if  laws  or  regulations  need 
to  be  changed  so  that  these  practices  can  be  implemented  throughout  the  govern- 
ment, supporting  these  regulatory  or  legislative  changes,  and  then  coordinating  the 
actions  of  oversight  activities  to  ensure  that  agencies,  wherever  possible,  are  held 
accountable  for  implementing  these  practices.  GAO  is  working  closely  with  0MB 
and  GSA  on  this  project. 

National  Information  Infrastructure 

While  OIRA  has  taken  a  number  of  steps  to  improve  the  Federal  government's 
performance  in  the  information  area,  the  Administration  has  launched  several  bold 
initiatives.  The  first  involves  the  National  Information  Infrastructure  (Nil).  The 
phrase  "information  infrastructure"  has  an  expansive  meaning.  The  Nil  includes  the 
physical  facilities  used  to  transmit,  store,  process,  and  display  voice,  data,  and  im- 
ages. But  it  encompasses  more  than  an  ever-expanding  range  of  equipment  includ- 
ing scanners,  keyboards,  wire,  satellites,  and  printers.  Using  soflware  and  services, 
the  Nil  will  integrate  and  interconnect  these  physical  components  through  the  ef- 
forts of  a  wide  variety  of  private  sector  providers.  In  addition,  beyond  the  physical 
components  of  the  infrastructure,  the  value  of  the  Nil  to  users  and  to  the  nation 
will  depend  in  large  part  on  the  quality  of  its  other  elements: 

•  vast  quantities  of  information  that  exist  today  in  government  agencies  and  the 
valuable  information  produced  every  day  in  our  laboratories,  studios,  publishing 
houses,  and  elsewhere; 

•  applications  and  software  that  allow  users  to  access,  manipulate,  organize,  and 
digest  the  massive  amounts  of  information  that  the  Nil  facilities  will  put  at 
their  fingertips;  network  standards  and  transmission  codes  that  facilitate  inter- 
connection and  interoperation  between  individuals  yet  ensure  the  privacy  of 
persons  as  well  as  the  security  and  reliability  of  the  networks;  and 

•  the  people — largely  in  the  private  sector — who  create  information,  develop  appli- 
cations and  services,  construct  facilities,  and  train  others  to  tap  the  Nil's  poten- 
tial. 

The  Nil  will  be  designed,  built,  owned,  and  operated  by  the  private  sector.  But 
the  Federal  government  has  as  important  role — to  promote  partnerships  among  in- 
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dustry,  academia,  nongovernmental  organizations,  and  various  government  compo- 
nents; to  serve  as  a  leader  and  a  model  in  expanding  the  use  of  the  Nil;  and,  most 
importantly,  to  provide  the  policy  and  legal  environment  for  full  exploitation  of  the 
Nil's  potential.  In  order  to  carry  out  this  work  and  to  coordinate  the  Administra- 
tion's efforts  to  formulate  forward-looking  telecommunications  and  information  pol- 
icy, the  Administration  has  established  the  Information  Infrastructure  Task  Force 
(IITF).  The  Task  Force,  chaired  by  Secretary  of  Commerce  Ron  Brown  and  composed 
of  high-level  Federal  agency  representatives,  currently  has  three  committees — Tele- 
communications Policy  chaired  by  Larry  Irving,  the  head  of  the  National  Tele- 
communications and  Information  Administration;  the  Applications  and  Technology 
PoHcy  Committee,  chaired  by  Arati  Prabhakar,  Director  of  the  National  Institute  of 
Standards  and  Technology;  and  the  Information  Policy  Committee,  which  I  chair. 

On  September  15,  1993,  the  Administration  released  The  National  Information  In- 
frastructure: Agenda  for  Action,  which  articulates  clearly  and,  I  believe,  persuasively 
the  vision  for  the  NIL  This  document  discusses  in  detail  the  promise  of  the  Nil, 
what  it  encompasses,  the  role  of  the  government  to  make  it  a  reality,  the  benefits, 
and  many  of  the  next  steps  the  government  will  take,  in  partnership  with  the  pri- 
vate sector,  to  help  bring  it  about.  Above  all,  it  is  clear  that  the  development  of  the 
Nil  is  not  an  end  to  itself;  it  is  a  means  by  which  the  United  States  can  achieve 
a  broad  range  of  economic  and  social  goals. 

National  Performance  Review 

A  successful  Federal  effort  to  improve  service  delivery  requires  a  government  that 
can  model  best  practices,  administer  programs  efficiently,  and  develop  effective  poli- 
cies. Reinventing  government  in  accordance  with  the  recommendations  of  the  Na- 
tional Performance  Review  (NPR) — the  second  bold  initiative  by  the  Administra- 
tion— is  thus  critical  to  all  that  we  have  discussed  so  far.  Reinventing  government 
is  an  enormous,  complex  undertaking  that  begins  with  leadership,  not  technology. 
However,  information  technology — because  it  can  help  break  down  bureau  and  agen- 
cy boundaries  and  offer  new  ways  of  serving  the  public — can  be  a  powerful  tool  for 
reinvention. 

The  Federal  government's  track  record  in  integrating  IT  into  systems  supporting 
its  operations  has  produced  some  successes — and  some  costly  failures.  Despite 
spending  $25  billion  in  fiscal  year  1993  on  information  technology,  the  Federal  gov- 
ernment has  lacked  the  strong  and  eflFective  leadership  required  to  assure  that  it 
makes  the  most  of  these  resources.  Until  recently,  we  have  operated  without  a  gov- 
ernment-wide strategic  plan  or  vision  of  the  role  of  information  systems  in  govern- 
ment and  with  little  or  no  regard  for  possible  connections  among  various  Federal 
agencies,  or  with  State  and  local  governments.  Without  clear  direction  and  support 
from  the  top,  individual  agency  programs  tend  to  degenerate  into  loose  collections 
of  independent  systems  solving  unique  problems  and  can  result  in  automating — 
rather  than  improving  upon — the  existing  ways  of  doing  business. 

In  the  past,  the  oversight  community — 0MB,  GSA,  Congressional  committees,  the 
Inspectors  General,  and  the  GAO — has  often  aggravated  this  situation  by  focusing 
on  such  matters  as  the  acquisition  cost  of  individual  IT  projects,  rather  than  their 
effect  on  program  delivery.  Instead,  effective  leadership  should  foster  the  analysis 
of  work  processes  and  the  formulation  of  strategic  plans  that  integrate  information 
technology  with  agencies'  missions.  In  fact,  leadership  is  the  first  category  of  rec- 
ommendations in  the  NPR  report.  The  other  categories,  which  I  will  also  briefly  de- 
scribe, are  Electronic  Government  and  Supporting  Mechanisms. 

Leadership 

The  NPR  makes  two  recommendations. 

(1)  Plan  for  effective  use  of  information  technology  throughout  the  government. 
This  is  part  of  the  work  of  the  (IITF).  As  previously  discussed,  this  Task  Force  is 
responsible  for  developing  a  strategic  vision  for  using  information  resources  within 
the  Federal  government  and  developing  strategies  to  improve  the  leadership  and  au- 
thority within  agencies. 

As  recommended  by  the  NPR,  we  have  established  a  Government  Information 
Technology  Services  (GITS)  Working  Group  within  the  IITF,  as  a  part  of  the  Com- 
mittee on  Applications  and  Technology  Policy.  The  mission  of  this  working  group 
will  be  to  promote  the  improvement  of  agency  mission  performance  through  the  use 
of  information  technology  and  to  improve  information  technology  leadership  within 
and  across  Federal  agencies.  The  goals  of  GITS  include: 

•  Develop  an  implementation  plan  for  the  recommendations  made  in  the  NPR 
Reengineering  Through  Information  Technology  report. 
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•  Identify  additional  opportunities  for  and  oversee  follow-up  on  sharing  informa- 
tion resources  across  agencies  to  improve  program  performance. 

James  Flyzik,  Director  of  Telecommunications  at  the  Department  of  Treasury,  is 
the  chair  of  GITS.  The  GITS  Working  Group  will  include  representatives  of  Federal 
agencies,  including  the  Departments  of  the  Treasury,  Justice,  Agriculture,  Com- 
merce, Health  and  Human  Services,  Defense,  Housing  and  Urban  Development,  the 
General  Services  Administration  (GSA),  and  the  Office  of  Management  and  Budget 
(specifically  its  Office  of  Information  and  Regulatory  Affairs).  Other  agencies  will  be 
included,  as  appropriate,  for  specific  programs.  GITS  will  consult  with  State  and 
local  governments  to  promote  cooperation  and  information  sharing  and  will  make 
maximum  use  of  existing  interagency  councils,  working  groups,  task  forces,  and 
teams  to  carry  out  its  objectives. 

(2)  The  second  NPR  recommendation  under  Leadership  specifically  tasks  0MB  to 
step  up  to  its  leadership  role  in  IRM.  It  recommends  that,  in  close  cooperation  with 
GITS  and  with  GSA,  0MB  should  use  interagency  teams,  chaired  by  an  appropriate 
program  agency,  to  bring  to  bear  the  wide  variety  of  expertise  available  to  the  gov- 
ernment on  common  problems  and  opportunities.  We  have  already  begun  this  work 
through  the  establishment  of  an  interagency  Electronic  Mail  Task  Force,  chaired  by 
HHS.  We  concur  with  NPR  that  such  an  interagency  approach  is  well-designed  to 
tackle  several  of  the  applications  that  will  lead  us  to  the  next  set  of  recommenda- 
tions— "Electronic  Government." 

Electronic  Government 

The  second  category  of  recommendations,  which  we  are  calling  Electronic  Govern- 
ment, ties  most  directly  to  the  Subcommittee's  interest  in  improving  service  delivery 
to  the  public.  Both  public  and  government  workers  must  aeal  with  an  incredibly 
complicated  array  of  Federal  agencies,  organizations,  processes,  and  forms.  The  ex- 
isting service  delivery  system  is  largely  based  on  hierarchical  design  structures  de- 
veloped in  the  1930's.  The  result  is  slow,  inefficient  service  that  often  does  not  sat- 
isfy the  needs  of  the  public.  You  are  all  aware  of  the  problem — every  week  your  of- 
fices handle  scores  of  inquiries  from  constituents  who  are  looking  for  information 
or  who  are  not  being  well-served  by  their  government.  Information  technology  can 
be  a  key  to  providing  more  cost-effective  and  user-fi-iendly  government  services.  This 
will  allow  citizens  broader  and  more  timely  access  to  information  and  services 
through  efficient,  customer-responsive  processes — thereby  creating  a  fundamental 
change  in  the  relationship  between  the  Federal  government  and  everyone  served  by 
it. 

We  envision  that  the  electronic  services  that  support  government  operations  will 
be  a  subset  of  the  NIL  Existing  components  include  the  computer  systems  that  fa- 
cilitate the  payment  of  monthly  Social  Security  benefits,  the  FTS2000  telecommuni- 
cations system  the  Federal  government  uses  for  long  distance  voice  and  data  com- 
munications, internal  networks  run  by  individual  government  agencies,  and  the 
wealth  of  data  and  information  that  the  government  makes  available  to  the  public. 
The  expanded  use  of  IT  will  enable  us  to  integrate  these  components  and  create 
"virtual  agencies"  which  give  the  public  access  to  program  information  and  services 
organized  around  service  themes  (e.g.,  entitlement  benefits  programs),  rather  than 
unique  agency  programs. 

To  illustrate  this  concept,  the  NPR  IT  team  chose  seven  cross-agency  initiatives 
which  NPR  proposed  implementing  on  a  fully  operational  or  pilot  basis.  These  are 
key  examples  of  the  opportunities  lor  improving  government  efficiency  and  effective- 
ness using  IT  and  were  highlighted  because  work  is  already  in  progress  and  they 
may  offer  significant  payback  opportunities. 

•  Develop  Integrated  Electronic  Access  to  Government  Information  and 
Services.  Of  all  of  the  application  areas  mentioned  in  the  NPR  IT  report,  this  one 
is  of  particular  relevance  to  today's  hearing.  Currently,  public  access  to  government 
services  is  uncoordinated,  cumbersome,  and  not  user-friendly.  If  more  than  one 
agency  is  involved,  an  individual  usually  must  go  through  two  or  more  rounds  of 
inquiries.  One  possible  alternative  is  for  government  services  and  information  to  be 
accessed  remotely  fif-om  a  kiosk  located  at  a  shopping  center  or  public  library, 
through  a  home  or  business  computer,  or  via  an  "800"  number.  This  would  allow 
a  recent  retiree  to  go  to  a  government  service  kiosk  and  get  information  about  re- 
tirement. Social  Security,  or  veterans  benefits.  The  kiosk  would  request  the  individ- 
ual's Social  Security  number  and  other  personal  information  and  then  print  out  a 
summary  of  the  individual's  Social  Security  contribution,  as  well  as  the  benefits  to 
which  she  or  he  would  be  entitled  as  a  veteran.  Annuity  distribution  options  would 
be  included  on  the  printout,  as  well  as  the  rules  governing  earning  income  while 
collecting  the  benefits.  Retirees  could  be  asked  if  they  wanted  related  information 


45 

on  retirement,  information  on  senior  citizen  groups,  or  brochures  on  other  events 
going  on  locally. 

Some  work  has  been  going  on  in  this  area  for  sometime.  Later  in  this  hearing, 
Fred  Wood  of  the  Office  of  Technical  Assistance  will  discuss  some  of  it  in  connection 
with  OTA's  report  on  the  Electronic  Delivery  of  Federal  Services.  But  I  believe  it  is 
important  that  you  understand  who  has  been  involved  and  what  has  been  begun 
in  this  area. 

Since  information  technology  became  a  part  of  mainstream  business  practices  in 
the  1970s,  a  steady  stream  of  innovations  has  substantially  ch^ged  public  expecta- 
tions about  the  quality  of  service  received  from  government  organizations.  In  Janu- 
ary 1990,  the  General  Services  Administration  (GSA)  and  0MB  jointly  sponsored  a 
workshop  to  focus  on  the  management  on  the  government-wide  IRM  program  of  the 
future.  The  "Service  to  the  Citizen"  theme — namely,  efforts  to  respond  to  the 
public's  expectations  of  service  delivery  using  information  technology — arose  in  this 
workshop. 

In  February  of  1993,  GSA  published  the  results  of  its  "Service  to  the  Citizen" 
project,  which  studied  ten  Federal  programs  in  three  functional  areas — business 
loans,  retirement  programs,  and  mortgages.  The  overall  recommendations  can  be 
summarized  as  follows. 

•  Provide  citizens  more  choices  and  easier  ways  of  getting  information  and  serv- 
ices. A  key  part  of  improving  services  is  giving  the  citizen  easier  and  better  access 
to  services  and  information.  The  most  common  technologies  to  do  this  include  toll- 
free  telephone  numbers  and  fax  machines.  Other  technologies  that  are  just  begin- 
ning to  be  used  by  agencies  include  bulletin  board  systems,  kiosks,  and  smartcards. 

•  Increase  partnerships  among  Federal  agencies.  One  way  that  the  government 
could  improve  service  is  through  increased  interagency  cooperation.  As  I  discussed 
earlier,  the  public  sees  the  Federal  government  as  a  single  entity,  while  the  reality 
is  that  agencies  are  structured  along  agency  mission  and  organization  lines. 

•  Increase  partnerships  with  local  governments  and  other  service  providers.  The 
public  receives  information  from  a  variety  of  sources,  including  non-Federal  sources. 
Federal  agencies  are  beginning  to  look  for  ways  to  develop  partnerships  with  others 
providing  similar  services  and  information  to  the  public. 

•  Improve  internal  management  practices.  Many  service  delivery  improvements 
will  result  from  better  internal  management.  Eliminating  redundant  efforts,  train- 
ing employees,  maintaining  current  and  accurate  information,  giving  employees  bet- 
ter access  to  information,  and  improving  the  internal  processing  of  information  will 
improve  service  to  the  public. 

Currently,  various  states  and  municipal  governments  as  well  as  several  maior 
universities — the  Kennedy  School  of  Government  and  Syracuse  University — are  also 
looking  at  applying  technology  to  improve  service  delivery.  At  the  Federal  level,  the 
Federal  IRM  Policy  Council  has  a  task  force,  chaired  by  the  Department  of  Veterans 
Affairs'  Bob  Woods,  promoting  the  "Service  to  the  Citizen"  theme. 

To  develop  additional  information,  the  Federal  IRM  Policy  Council  asked  Harvard 
University's  Program  on  Strategic  Computing  and  Telecommunications  in  the  Public 
Sector  to  examine  the  use  of  information  technology  and  customer  service  in  the 
Federal  government.  Their  initial  findings  were  as  follows: 

•  The  public  sector  is  falling  behind  the  private  sector  in  the  use  of  information 
technology  for  service  delivery.  Expectations  for  how  computing  and  telecommuni- 
cations will  be  used  for  service  delivery  are  being  defined  primarily  by  private  cor- 
porations. For  example,  financial  institutions  have  destroyed  the  stereotype  of 
"banker's  hours"  as  a  barrier  to  accessibility.  Now,  the  expectation  is  that  whenever 
customers  call,  they  should  quickly  reach  someone  with  all  the  information  needed 
to  resolve  the  problem. 

•  Recent  efforts  to  correct  this  problem  are  promising,  but  just  the  beginning. 
Leading  agencies  are  using  IT  to  improve  the  accuracy  and  timeliness  of  answers 
to  questions,  the  costs  per  client  served,  the  costs  per  transaction,  and  customer  sat- 
isfaction. 

•  The  largest  benefits  to  IT-based  customer  service  will  require  data  sharing  and 
the  fundamental  redesign  of  government  services  and  organizations.  In  general,  IT 
makes  it  easy  for  data,  once  collected,  to  be  readily  reused.  Benefits  may  be  gen- 
erated by  data  sharing,  but  society  will  need  to  make  wise  trade-offs  among  values 
related  to  service,  privacy,  security,  and  other  concerns. 

•  The  primary  obstacles  to  IT-based  service  delivery  are  organizational  and  politi- 
cal, not  technological.  Sharing  data  between  two  similar  programs  in  two  different 
agencies,  for  example,  can  result  in  a  new  division  of  labor  and  in  new  jobs  and  or- 
ganizational relationships. 

All  of  this  activity  complements  OTA's  comprehensive  study  of  this  issue.  The 
findings  of  this  report — that  IT  by  itself  will  not  guarantee  improved  access  for  citi- 
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zens  unless  other  factors  are  dealt  with,  that  the  management  structure  for  Federal 
IT  applications  is  outdated  and  needs  to  be  redesigned,  that  our  telecommunications 
infrastructure  needs  to  take  advantage  of  the  options  now  available,  and  that  Fed- 
eral information  polices  must  be  updated  to  reflect  the  changes  in  our  world — fit 
well  into  the  picture  of  "where  do  we  go  from  here?" 

One  project  currently  underway  at  0MB  is  to  compile  a  comprehensive  listing  of 
projects  and  their  current  status  to  help  get  from  "here  to  there."  This  project  will: 

•  create  a  comprehensive  inventory  of  "Service  to  the  Citizen"  projects; 

•  identify  impediments  to  implementation  that  might  require  changes  to  public 
law  or  government-wide  policy;  and 

•  increase  information  sharing  among  federal  agencies  on  best  practices  and  "les- 
sons learned"  by  creating  a  list  of  exemplary  projects. 

OMB  will  publish  the  results  of  its  analysis  in  its  annual  Information  Resources 
Management  Plan  of  the  Federal  Government,  before  the  end  of  this  year. 

The  rest  of  the  NPR-recommended  application  areas,  which  are  further  stages  in 
the  implementation  of  electronic  access  to  government  information  and  services, 
tend  to  be  more  specific.  They  are  the  following. 

•  Implement  Nationwide  Integrated  Electronic  Benefit  Transfer  (EBT). 
This  recommendation  would  improve  service  delivery  via  electronic  benefits  trans- 
fer. This  is  an  extension  of  an  idea  first  popularized  in  electronic  banking.  Auto- 
mated teller  machines,  plastic  access  cards,  and  bank-wire  networks  now  are  com- 
monplace. However,  provision  of  government  benefits  relies  primarily  on  paper- 
based  systems — such  as  checks,  vouchers  or  coupons.  In  the  Food  Stamp  program 
alone,  there  are  over  26  million  monthly  recipients,  and  the  government  spends 
$400  million  annually  just  to  print,  distribute,  and,  ultimately,  destroy  stamps.  EBT 
adopts  commercial  electronic  payment  practices  for  the  delivery  of  government  as- 
sistance services,  enabling  benefits  to  be  transferred  electronically. 

In  the  second  panel  today,  this  Subcommittee  will  be  hearing  about  the  State  of 
Maryland's  EBT  project.  I  would  like  to  briefly  give  the  Subcommittee  a  sense  of 
what  is  happening  at  the  Federal  level. 

OMB  created  an  EBT  Task  Force  consisting  primarily  of  representatives  from 
OMB,  USDA,  HHS,  Treasury,  and  Education,  with  other  agencies  participating  as 
needed.  The  Task  Force,  under  the  direction  of  the  Vice  President,  will  assess  the 
ability  of  a  nationwide  EBT  system  to  enhance  the  quality  of  service  to  beneficiaries 
and  to  improve  the  efficacy,  efficiency  and  security  of  benefit  programs.  The  Task 
Force  initially  consists  of  four  work  teams,  examining  issues  related  to  the  develop- 
ment and  operation  of  a  national  EBT  network,  including  the  following:  banking  and 
financial  services,  program  integration,  budget  and  finance,  and  communications 
(including  outreach  to  both  users  and  retailers).  A  report,  to  be  delivered  to  the  Vice 
President  in  March,  will  detail  government-wide  EBT  goals,  performance  standards, 
and  implementation  schedules.  Specific  tasks  include  development  of  a  uniform  na- 
tionwide EBT  operating  environment  (including  identification  of  settlement  services 
and  operating  rules)  and  evaluating  the  potential  for  prototyping  a  multi-state  basic 
service  EBT  system  by  early  1996.  Following  an  assessment  of  its  performance  and 
cost-effectiveness,  this  prototype  system  could  be  expanded  to  include  additional  ge- 
ographic regions  and  benefit/welfare  pro-ams.  OMB  will  be  a  leader  and  coordina- 
tor, eliminating  redundant  efforts,  ensuring  efficient  use  of  resources,  and  resolving 
issues  that  adversely  affect  achievement  of  project  goals. 

•  Establish  a  National  Law  Enforcement/Public  Safety  Network.  Whether 
responding  to  a  natural  or  technological  disaster,  or  performing  search  and  rescue 
activities.  Federal,  State,  and  local  law  enforcement  and  public  safety  workers  must 
be  able  to  communicate  with  each  other  effectively,  efficiently,  and  securely.  Pres- 
ently, there  are  dozens  of  independent  networks  serving  every  metropolitan  area  in 
the  country.  Federal,  State,  and  local  law  enforcement  and  public  safety  officials  op- 
erate on  their  own  radio  frequencies  and  often  cannot  communicate  with  one  an- 
other. Indeed  there  may  be  several  independent  network  control  centers  operating 
in  the  same  building  with  no  interoperation.  This  must  change!  Over  the  next  ten 
years,  these  systems  must  be  replaced  with  new,  digital,  narrowband  technology  to 
meet  the  need  for  spectrum  efficiency.  Now  is  an  opportune  time  to  plan  a  coordi- 
nated effort  to  solve  the  interoperability  problems  of  the  past.  Thus,  if  an  earth- 
quake hit  part  of  the  U.S.,  local.  State,  ana  Federal  agencies — including  fire  and  po- 
lice units,  state  highway  units,  and  National  Guard  and  Department  of  Defense 
units — could  be  called  to  the  scene.  Even  though  they  come  from  different  jurisdic- 
tions, the  units  could  coordinate  easily  because  they  would  share  a  common  commu- 
nications system.  As  a  result,  emergency  services  could  be  dispatched  where  needed, 
lives  saved,  and  property  loss  reduced. 

•  Provide  Intergovernmental  Tax  Filing,  Reporting,  and  Payments  Proc- 
essing. Currently,  the  public  prepares  and  submits  the  same  financial  data  to  a 
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large  number  of  diflferent  Federal,  State,  and  local  entities.  This  duplication  should 
be  minimized  as  much  as  possible.  This  will  allow  a  business  owner  to  file  wage 
information  only  once,  rather  than  submitting  the  same  employee  financial  data  to 
several  different  agencies  and  levels  of  government.  Additionally,  this  will  enable 
more  emphasis  to  be  placed  on  reconciliation  before  the  fact  rather  than  report  en- 
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•  Establish  an  International  Trade  Data  System.  Forty  agencies  collect  and 
use  trade  data  for  analysis  and  import-export  processing.  Information  about  ship- 
pers, bills  of  lading,  types  of  cargo,  exports,  imports,  duties,  favored  nation  consider- 
ation, and  a  host  of  information  throughout  government  and  private  industry  must 
be  integrated  into  a  cohesive  system.  This  integration  would  allow  a  business  which 
operates  in  a  specialized  market — such  as  importing  tropical  fi-uits  and  vegetables^ 
to  offer  a  greater  variety  of  produce  since  the  trade  data  system  will  eliminate  dupli- 
cative import  forms  and  allow  speedy  preclearance  of  international  exports  and  im- 
ports. 

•  Create  a  National  Environmental  Data  Index.  Environmental  data  and  re- 
lated information  are  collected  by  a  large  number  of  Federal  agencies— the  Depart- 
ment of  Interior,  the  Environmental  Protection  Agency,  the  National  Aeronautics 
and  Space  Administration,  the  National  Oceanic  and  Atmospheric  Administration  of 
the  Department  of  Commerce,  and  others.  However,  finding  these  data  is  some  time 
very  difficult.  Policy  development  is  often  ad  hoc  due  to  the  dispersed,  uncoordinated 
approach  to  collecting  national  and  world  data.  Scientists,  academics,  and  the  public 
often  do  not  know  where  the  data  are.  An  index  would  allow  a  prospective  home 
buyer  to  go  to  her  local  library  and  locate  information  about  the  statistical  prob- 
abilities of  major  storms  and  floods  in  various  areas.  She  could  also  retrieve  infor- 
mation about  relative  heat,  humidity,  pollution,  and  pollen  counts. 

•  Plan,  Demonstrate,  and  Provide  GtovERNMENT-wiDE  Electronic  Mail.  Elec- 
tronic Mail  (e-mail)  is  a  way  to  foster  quick,  efficient,  means  of  coordination  on  an 
intragovemmental  and  intergovernmental  basis.  It  provides  rapid  communication 
among  individuals  or  groups.  Workers  in  any  part  of  an  organization,  within  a 
building  or  throughout  the  world,  can  use  e-mail  for  easy,  rapid  interaction.  Elec- 
tronic mail  and  messaging  among  Federal  agencies  must  be  improved.  This  would 
allow  a  local  personnel  counselor  not  familiar  with  a  particular  job  category  to  send 
an  e-mail  message  to  an  expert  in  another  office.  A  few  minutes  later,  the  counselor 
can  share  a  detailed  reply  with  a  jobseeker. 

As  noted  earlier,  in  June  of  this  year,  OIRA  established  an  interagency  planning 
task  force  to  improve  electronic  mail  and  messaging  among  Federal  agencies.  This 
task  force  will  work  to  establish  a  government  infrastructure  for  interagency  elec- 
tronic mail.  Eventually  this  will  allow  for  such  mail-enabled  applications  as  elec- 
tronic tax  filing,  electronic  commerce,  and  interaction  with  State  and  local  govern- 
ments. In  the  spirit  of  the  NPR's  leadership  recommendations,  HHS  is  chairing  the 
task  force,  with  dedicated  support  ft-om  GSA.  The  milestones  for  this  task  force  are 
to  be  completed  by  April  1,  1994,  and  include  the  following. 

•  Request  for  Information  (RFI)  to  industry. 

•  Evaluation  of  initial  results  of  existing  electronic  mail  pilots. 

•  Near-team  program  plan  options  for  improving  government-wide  electronic  com- 
merce. 

•  Long-term  strategies  for  interconnectivity  improvements. 

Supporting  Mechanisms 

The  third  category  of  NPR  recommendations  address  supporting  mechanisms  for 
electronic  government.  Government  business  requires  an  information  infrastructure. 
This  infrastructure  consists  of  the  technologies  needed  to  allow  information  to  flow 
smoothly,  as  well  as  the  operational  policies,  procedures,  and  standards  that  support 
the  various  applications.  In  addition  to  a  clear  call  for  establishing  the  technology 
component  of  the  Nil,  the  NPR  report  includes  the  following  recommendations: 

•  Develop  Systems  and  Mechanisms  to  Ensure  Security  and  Privacy.  In 
order  for  electronic  government  to  work,  individuals  must  have  confidence  in  its  re- 
spect for  privacy  and  security  protection. 

This  Committee  has  long  recognized  the  importance  of  assuring  the  security  of 
automated  information  systems.  As  we  develop  electronic  government,  we  will  need 
to  assure  that  the  mandate  of  the  Computer  Security  Act — to  protect  information 
commensurate  with  the  risk  and  magnitude  of  loss  or  harm  that  could  result— is 
fulfilled.  Implementation  of  these  recommendations  will  not  only  contribute  to  im- 
proved security,  but  can  offer  new  opportunities  to  improve  the  efficiency  and  effec- 
tiveness of  electronic  government  itself  For  example,  the  use  of  a  digital  signature 
standard  to  authenticate  the  originator  of  electronic  transactions  will  allow  many 
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transactions  that  currently  require  paper  signatures,  such  as  the  fiUng  of  income 
tax  returns  and  the  submission  of  contract  proposals,  to  be  safely  carried  out  elec- 
tronically. 

Addressing  citizens'  privacy  concerns  in  developing  an  information  infrastructure 
is  no  less  important  than  addressing  security  concerns.  Americans  are  becoming  in- 
creasingly concerned  about  threats  to  their  privacy  resulting  from  wider  use  of  infor- 
mation technologies  to  collect,  maintain,  manipulate  and  share  information.  The 
perception  is  that  existing  statutory  and  regulatory  protections  are  lagging  behind 
the  development  and  use  of  new  technologies. 

Many  other  countries  have  created  national  commissions  or  boards  to  focus  atten- 
tion on  and  engage  in  public  debate  over  privacy  and  technology  issues.  The  United 
States  has  no  counterpart.  As  a  result,  trade  conflicts  and  issues  may  arise  when 
U.S.  businesses  find  they  must  deal  with  the  privacy  laws  of  other  countries  which 
may  work  to  the  disadvantage  of  American  business. 

•  Improve  Methods  of  Information  Technology  Acquisition.  Unlike  the  pri- 
vate sector,  most  government  IT  acquisition  processes  involve  excessive  layers  of 
management  oversight  and  regulatory  rigidity.  These  add  to  acquisition  costs  and 
often  result  in  the  acquisition  of  old  technology. 

•  Provide  Incentives  for  Innovation.  In  order  to  promote  innovation,  the  gov- 
ernment needs  to  reinvent  its  funding  of  IT  and  its  relationships  with  the  IT  indus- 
try. Agencies  must  be  encouraged  to  experiment  and  accept  managed  risks  which 
are  inherent  in  innovation.  Agencies,  the  IT  industry,  and  the  public  will  benefit 
from  funding  mechanisms  and  contract  terms  that  encourage  the  continual  introduc- 
tion of  innovative  IT  solutions  which  will  make  government  more  responsive.  Four 
NPR  recommendations  are  intended  to  foster  the  innovative  use  of  IT  in  and  among 
agencies  by  overcoming  fiscal,  procedural,  and  cultural  barriers  and  by  providing  op- 
portunities for  creative  partnerships  between  the  government  and  the  IT  industry: 

(1)  Retain  a  portion  of  agency  IT  savings  for  reinvestment. 

(2)  Promote  performance-based  contracting  for  IT. 

(3)  Use  multi-year  funding  for  agency  IT  projects. 

(4)  Establish  a  government-wide  venture  capital  fund  for  innovative  IT  projects. 

•  Provide  Training  and  Technical  Assistance  in  Information  Technology 
TO  Federal  Employees.  Every  year  increasing  numbers  of  Federal  workers  use  IT 
skills  and  knowledge  in  performing  their  jobs.  However,  many  members  of  the  Fed- 
eral workforce  lack  sufficient  training  and  background  to  use  new  technologies  effec- 
tively, and  many  managers  fail  to  realize  the  importance  of  IT  training.  Compared 
with  private  industry,  the  Federal  government  invests  few  dollars  and  little  time 
in  IT  training  and  retraining.  Without  this  investment,  the  Federal  workforce  is  un- 
able to  keep  pace  with  the  rapid  changes  in  technology  and  improved  methods  of 
customer  service. 

With  these  two  important  Administration  initiatives  underway — the  Nil  £ind  the 
NPR — the  seeds  of  change  have  been  sown.  Nurturing  this  growth  will  require  re- 
sources, expertise,  and  a  new  partnership  among  OIRA,  GSA,  NIST,  NARA,  the  op- 
erating agencies,  and  Congress. 

These  initiatives  demonstrate  the  Administration's  commitment  and  innovation  in 
this  very  important  area.  The  use  of  information  technology  requires  both  a  clear 
vision  of  how  government  can  benefit  from  technology  to  change  the  way  it  does 
business,  and  a  commitment  to  making  the  vision  a  reality.  The  Nil  and  the  NPR 
are  the  vision,  and  the  President  and  the  Vice  President  are  committed  to  seeing 
that  vision  through.  This  is  a  very  exciting  time.  The  government  of  a  few  years 
from  now  will  be  very  different  than  today's,  and  effective  use  of  IT  will  be  integral 
to  that  change.  I  look  forward  to  working  with  this  Subcommittee  as  we  help  create 
the  government  of  the  future. 


PREPARED  STATEMENT  OF  FRED  B.  WOOD 

Mr.  Chairman  and  Members: 

Thank  you  for  the  opportunity  to  present  key  findings  from  OTA's  report  Making 
Government  Work:  Electronic  Delivery  of  Federal  Services.  The  report  was  requested 
by  Senator  John  Glenn,  Chairman  of  the  Committee  on  Governmental  Affairs.  I  di- 
rected the  study,  with  the  assistance  of  Emilio  Gonzalez,  Tom  Hausken,  and  Jean 
Smith  of  the  OTA  staff. 

Electronic  Delivery  at  a  Crossroads 

Electronic  delivery  of  government  services  is  no  longer  a  topic  for  futurists  or  a 
blue-sky  projection  of  an  unrealistic  vision.  Electronic  delivery  s  time  is  here.  OTA 
found,  in  preparing  Making  Government  Work,  that  currently  available  information 
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technologies  allow  electronic  delivery  to  serve  the  diverse  needs  of  citizens  for  gov- 
ernment services.  These  technologies  include:  personal  computers  in  homes  and  of- 
fices; multimedia  work  stations  and  videoconferencing  in  community  one-stop  serv- 
ice centers;  neighborhood  electronic  kiosks;  portable  computers  and  wireless  commu- 
nications that  provide  mobile  services;  and  computer  chip  or  magnetic  stripe  cards 
for  transactions  at  stores,  banks,  and  other  retail  or  service  locations. 

Information  technology — computers,  advanced  telecommunications,  and  the  like — 
can  help  deliver  Federal  services  such  as  social  security  benefits,  job  training,  re- 
search grants,  small  business  loans,  and  government  publications  to  millions  of 
Americans.  It  can  also  assist  citizens  to  participate  more  fully  in  the  governmental 
process,  perhaps  in  hearings  such  as  this  one,  and  help  citizens  communicate  more 
easily  with  government  officials.  Information  technology  can  also  help  streamline 
the  process  of  developing,  issuing,  and  implementing  government  regulations.  Elec- 
tronic delivery  can  lead  not  only  to  improvements  in  current  services,  but  can  help 
develop  innovative  ways  of  organizing  government  programs  and  delivery  systems. 
The  largest  payoffs  could  come  indirectly  through  restructuring  of  Federal  programs 
made  possible  by  the  use  of  information  technology  and  electronic  delivery  to  im- 
prove social,  economic,  educational,  and  health  conditions  in  the  United  States. 

We  caution,  however,  that  electronic  delivery  must  be  designed  and  implemented 
to  benefit  all  citizens — not  just  the  affluent  and  computer  literate.  Furtherrnore, 
continual  congressional  attention  and  oversight  coupled  with  extraordinary,  skillful 
agency  execution  will  be  required  to  ensure  that  scarce  taxpayer  dollars  used  for 
electronic  delivery  are  wisely  spent. 

Timing  is  key.  Congress  can  influence  and  affect  the  rate,  nature,  and  con- 
sequences of  the  transition  to  greater  use  of  electronic  service  delivery.  This  hearing 
is  an  important  step  in  congressional  involvement  with  the  issues  at  hand.  We  be- 
lieve that  Making  Government  Work  can  assist  this  committee  and  Congress  as  a 
whole  in  providing  guidance  on  developing  policies  to  expedite  electronic  delivery  of 
government  services. 

Improved  Delivery  by  No  Means  Assured 

The  American  public  wants  better  services  from  government  at  less  cost.  This  is 
a  tough  order  at  a  time  when  demand  is  growing  and  budgets  are  tighter.  The  ad- 
ministration's "National  Performance  Review  (NPR)"  initiative  and  "National  Infor- 
mation Infrastructure  (Nil)"  initiative  currently  under  development  place  high 
hopes  on  information  technology  to  help  improve  the  overall  performance  of  the  Fed- 
eral Government.  We  similarly  conclude  in  Making  Government  Work  that  computer 
and  telecommunications  technologies  can  play  an  important  role,  but  we  caution 
that  improvements  in  service  delivery  are  by  no  means  assured. 

Will  information  technology  make  it  easier  for  all  Americans-  -rural  and  urban, 
young  and  old,  affluent  and  impoverished-  -  to  obtain  the  government  services  to 
which  they  are  entitled?  Or  will  electronic  delivery  further  widen-  -  rather  than 
narrow-  -  the  gap  between  the  information  technology  "haves"  and  "have-nots"  and 
simply  increase  the  advantages  that  educated,  technically  proficient  citizens  have 
over  those  less  so?  Many  of  the  potential  social  benefits  of  electronic  delivery  will 
be  lost  if  it  is  not  widely  accessible,  usable,  and  affordable. 

Will  electronic  delivery  simplify  the  provision  of  government  services  and  improve 
cooperation  among  Federal  agencies  and  their  State  and  local  government  counter- 
parts, resulting  in  less  costly  and  more  effective  delivery?  Or  will  electronic  delivery 
further  complicate  the  already  confusing,  cumbersome,  bureaucratic  manner  in 
which  governments  organize  and  deliver  some  services?  Many  of  the  potential  eco- 
nomic benefits  of  electronic  delivery  will  be  lost  if  the  Federal  Government  fails  to 
capitalize  on  opportunities  for  innovation  and  economies  of  scale  and  scope  through 
partnerships  among  Federal,  State,  and  local  agencies  and  the  private  sector. 

These  challenges  are  immense.  The  administration's  NPR  and  Nil  initiatives  pro- 
vide vision  and  general  direction,  but  neither  yet  offers  detailed  policy  guidance  and 
actions  that  are  needed  to  speed  the  transition  toward  cost-effective  and  equitable 
electronic  delivery. 

A  Strategy  for  Success 

OTA  identifies,  in  Making  Government  Work,  seven  key  strategic  elements  of  suc- 
cessful electronic  delivery.  These  would,  if  implemented,  constitute  the  backbone  of 
a  governmentwide  electronic  service  delivery  initiative,  and  a  shift  towards  creative, 
accessible,  citizen-  or  client-centered  systems  for  service  delivery.  These  elements  in- 
clude: 

1.  involving  local  citizens  and  recipients  of  Federal  services  at  the  grassroots 
level; 
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2.  developing  the  community  infrastructure  of  schools,  libraries,  community 
centers,  and  other  local  agencies  that  can  facilitate  electronic  delivery  through 
training,  education,  and  implementation; 

3.  encouraging  innovation  by  Federal  agency  employees,  clients,  and  others  in 
trying  new  ways  of  delivering  services  electronically; 

4.  creating  directories  to  agency  services  (including  information  services  and 
information  about  other  services); 

5.  creating  alternative  futures  for  electronic  delivery  by  generating  new  ideas 
for  the  use  of  information  technology  and  matching  electronic  opportunities  with 
agency  missions; 

6.  strategic  partnering  between  Federal  and  State/local  government  agencies; 
voluntary,  not-for-profit,  or  philanthropic  organizations;  and  commercial  compa- 
nies engaged  or  interested  in  electronic  delivery;  and 

7.  pre-operational  testing  of  electronic  delivery  systems  on  a  regional  or  na- 
tional scale  prior  to  full  deployment,  including  explicit  early  attention  to  per- 
formance evaluation  and  policy  development. 

To  ensure  that  these  strategic  elements  are  fully  and  effectively  implemented, 
Congress  could:  a)  require  that  these  elements  be  included  in  Federal  agency  plans 
and  loudgets  for  electronic  delivery;  b)  reinforce  their  importance  when  reauthorizing 
the  Paperwork  Reduction  Act  (PRA)  and  through  annual  oversight,  authorizations, 
and  appropriations;  and  c)  work  with,  and  monitor,  the  Office  of  Management  and 
Budget  (OMB)  to  develop  detailed  guidance  for  delivery  of  government  services. 
Congress  and  OMB  could  mandate  specific  budget  set-asides  (a  proportion  of  each 
agency's  information  technology  budgets)  for  grassroots  involvement,  community  in- 
frastructure development,  innovation,  and  pre-operational  evaluation — activities 
that  otherwise  are  likely  to  be  underfunded. 

Grassroots  Involvement  Is  Key 

The  primary  goal  of  electronic  delivery  is  to  improve  the  Quality  and  cost-effective- 
ness of  Federal  services  for  the  American  people.  This  goal  is  not  likely  to  be  real- 
ized unless  service  recipients  are  actively  involved  at  all  stages — from  planning  and 
pilot  testing  to  implementation  and  evaluation  of  electronic  delivery. 

OTA  site  visits  conducted  for  Making  Government  Work  found  that  citizens  are 
interested— in  principle — in  better  service  delivery  and  receiving  at  least  some  serv- 
ices electronically.  But  most  find  it  difficult  to  learn  about  opportunities  to  partici- 
pate and  many  lack  the  necessary  time,  training,  and/or  equipment.  These  barriers 
can  be  overcome  through  sustained  outreach,  education,  and  funding.  If  "electronic 
service  to  the  citizens"  is  to  succeed,  grassroots  citizen  involvement  should  be  re- 
quired for  all  Federal  electronic  delivery  projects.  A  mandatory  "grassroots 
empowerment"  set-aside  from  project  or  agency  budgets  may  be  needed  to  assure 
adequate  resources. 

The  local  community  infrastructure— e.g.,  schools,  libraries,  senior  centers,  town 
halls,  and  self-help  and  information  referral  groups— can  play  a  highly  leveraged 
role  in  electronic  delivery,  especially  in  rural  and  small  town  America,  inner  cities, 
and  for  citizens  with  special  needs.  The  local  community  can  help  provide  leadership 
and  training  for  its  residents,  and  can  assure  "points  of  access'  for  citizens  who  do 
not  want  or  cannot  afford  in-home  delivery.  Community  infrastructure  development 
and  involvement  also  should  be  a  required  and  funded  component  of  all  Federal 
electronic  delivery  projects. 

Need  for  Electronic  Road  Maps 

To  have  effective  access,  citizens  need  to  know  that  services  exist  and  how  to  ob- 
tain them,  and  be  able  to  make  the  electronic  connections  necessary  to  receive  the 
services  on  an  affordable  basis.  Congress  could  affirm  its  intent  that  the  executive 
branch  develop  directories  or  "electronic  road  maps"  to  help  citizens  identify  and  lo- 
cate desired  services.  A  Federal  Information  Locator  System  (FILS)  was  mandated 
by  the  PRA  13  years  ago,  but  is  far  from  fully  implemented.  Congress  could  add 
statutory  and  report  language,  when  reauthorizing  the  PRA,  that  further  defines 
the  need  for  a  directory  or  family  of  directories  to  Federal  services  and  information. 
Federal  directories  can  be  implemented  using  wide-area  search  and  retrieval  tech- 
nologies, as  well  as  electronic  bulletin  boards  and  gateways,  that  allow  individual 
agency  directories  to  function  collectively  as  a  "virtual"  govemmentwide  directory. 

The  cost  of  electronic  delivery  can  be  a  major  barrier  to  access.  OMB's  recently 
revised  Circular  A-130  on  "Management  of  Federal  Information  Resources"  pro- 
hibits agencies  from  charging  more  than  the  marginal  cost  of  electronic  information 
dissemination,  unless  explicitly  authorized  by  statute,  and  permits  agency  heads  to 
reduce  or  waive  fees  if  necessary  to  carry  out  agency  missions  or  meet  the  needs 
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of  agency  clients.  Congress  could  include  this  provision  in  a  reauthorized  PRA,  and 
make  clear  that  the  pricing  policy  applies  to  electronic  delivery  of  all  Federal  serv- 
ices— not  just  information.  Congress  also  could  direct  0MB  to  review  all  agency  ac- 
tivities that  might  be  included  in  an  "electronic  public  access  safety  net"  to  assure 
access  for  citizens  who  might  otherwise  fall  through  the  cracks  of  electronic  delivery. 

Reinvigorating  the  Information  Technology  Bureaucracy 

Significant  change  is  needed  to  jump-start  the  Federal  Information  Resources 
Management  (IRM)  bureaucracy  to  move  in  new  directions  that  emphasize  service 
to  the  citizen  and  electronic  delivery.  Congress  could  use  amendments  to  the  PRA, 
or  equivalent  legislation  (e.g.,  a  new  "Federal  Information  Management  Act"  or 
"Electronic  Service  Delivery  Act")  and  accompanying  report  language,  to  provide  a 
clear  sense  of  legislative  intent  by  redefining  information  resources  management, 
planning,  and  training  to  emphasize  electronic  service  delivery  with  an  end-user  or 
customer  orientation. 

Congress  could  help  refocus  the  Federal  IRM  organization  by  encouraging  or  re- 
quiring the  creation  of  new  organizational  units  on  electronic  delivery  within  OMB's 
Office  of  Information  and  Regulatory  Affairs,  the  General  Services  Administration's 
(GSA's)  Information  Resources  Management  Service,  and  the  National  Institute  of 
Standards  and  Technology's  (NIST's)  Computer  Systems  Laboratory. 

Updating  Federal  Information  Policies 

The  information  policymaking  process  generally  has  lagged  technological  advances 
and  new  applications  by  several  or  more  years.  Electronic  service  delivery  provides 
a  framework  for  balancmg  the  reality  of  decentralized,  dispersed  user-oriented  agen- 
cy automation  with  the  need  for  some  measure  of  centralized,  yet  flexible,  policy  di- 
rection and  oversight. 

The  transition  to  electronic  delivery  of  many  Federal  services  will  require  a  re- 
view, and  in  many  cases  the  eventual  updating,  of  other  Federal  information  poli- 
cies, including  those  already  discussed  above.  Priority  should  be  placed  on  updating 
the  Privacy  Act,  since  electronic  delivery  that  involves  personal  or  financial  informa- 
tion will  increase  the  risks  to  personal  privacy.  To  do  this,  Congress  should  consider: 
a)  extending  the  Act  to  cover  non-Federal  systems  that  participate  in  electronic  de- 
livery of  Federal  services;  and  b)  establishing  an  independent  Privacy  Protection 
Commission  or  Board  to  serve  informational,  ombudsman,  advocacy,  investigative, 
and  oversight  functions  concerning  the  privacy  aspects  of  electronic  delivery.  (Also 
see  OTA's  recent  report  on  Protecting  Privacy  in  Computerized  Medical  Informa- 
tion. ) 

Electronic  delivery  should  provide  new  opportunities  for  promoting  open  govern- 
ment and  public  access  to  Federal  meetings,  records,  and  archives  (while  still  tightly 
controlling  access  to  private,  proprietary,  national  security,  and  other  exempted  ma- 
terial). Congress  could  ask  OMB  and  the  National  Archives  and  Records  Adminis- 
tration to  conduct  a  detailed  review  of  any  statutory  changes  needed  to  assure  that 
the  Freedom  of  Information  Act,  Government  in  the  Sunshine  Act,  Federal  Advisory 
Committee  Act,  and  Federal  Records  Act  are  fully  applicable  to  electronic  delivery. 
Congress  could  likewise  ask  OMB  and  NIST  to  conduct  a  review  of  any  changes 
needed  in  the  Computer  Security  Act,  Computer  Fraud  and  Abuse  Act,  and  related 
statutes  to  help  assure  the  security  of  electronic  delivery  systems.  (OTA  is  currently 
conducting  a  study  on  "Security  and  Privacy  in  Network  Environments"  at  the  re- 
quest of  the  Senate  Committee  on  Governmental  Affairs.) 

Using  the  Telecommunications  Infrastructure 

The  telecommunications  infrastructure  is  critical  to  the  success  of  electronic  serv- 
ice delivery,  but  the  infi-astructure  will  be  provided  largely  by  the  private  sector-— 
not  by  the  government.  The  government  and  the  private  sector  have  a  synergistic 
relationship:  greater  focus  and  priority  on  electronic  delivery  of  Federal  (and  State/ 
local)  services  will  speed  up  infrastructure  development  by  the  private  sector,  and 
vice  versa. 

OMB  and  GSA  are  conducting  studies  on  the  future  of  FTS2000  (the  current  con- 
tracts for  long-distance  telecommunications  expire  in  1998).  Congress  could  redirect 
this  effort  so  that  OMB  and  GSA:  1)  use  more  creativity  in  visualizing  the  potential 
future  role  for  telecommunications  in  electronic  delivery,  and  2)  develop  more  com- 
plete and  authoritative  information  for  deciding  whether  and  in  what  form  FTS2000 
should  be  extended.  Congress  could  direct  OMB  and  GSA  to  develop  a  program  of 
agency  experiments  to  conduct  more  complete  and  realistic  price  and  service  com- 
parisons of  electronic  dr?livery  using  advanced  telecommunications.  These  experi- 
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ments  could  be  based  on  technology,  agency,  program,  service,  or  geography,  or 
some  combination  thereof. 

Congress  also  could  revise  the  concept  of  universal  telephone  service  to  include 
advanced  telecommunications  and  computer  networking  needed  to  support  elec- 
tronic delivery.  Access  to  computer  networks  should  be  part  of  the  modern  version 
of  universal  telephone  service,  whether  it  be  Federal  agencies  delivering  services 
over  the  Internet  family  of  computer  networks  via  FTS2000  and  other  commercial 
carriers,  or  citizens  receiving  Federal  services  over  computer  networks  via  their 
local  telephone  company  or  some  other  common  carrier  or  specialized  telecommuni- 
cations system. 

Assuring  Cost-Effective  Electronic  Benefits  Transfer 

After  a  decade  of  testing  and  pilot  projects,  electronic  benefits  transfer  (EBT)  ap- 
pears ready  to  take  off  as  a  viable  alternative  to  the  current  paper-based  system 
for  delivering  many  Federal  services.  EBT  tests  and  evaluations,  using  magnetic 
stripe  or  "smart"  (computer  chip)  cards,  indicate  that  recipients,  retailers,  financial 
institutions,  and  local  program  administrators  who  have  tried  EBT  prefer  it  to 
paper.  EBT  is  most  likely  to  be  cost  effective  if  it  can  be  used  for  multiple  services 
and  programs  and  is  based  on  a  standardized  commercial  technology  and  infrastruc- 
ture. , 

Despite  these  optimistic  findings,  sufficient  information  is  not  available  to  assure 
that  EBT  is  cost  effective  or  to  make  sound  technical  decisions  on  nationwide  imple- 
mentation. The  next  logical  step  toward  nationwide  EBT  deployment  is  a  scaled-up, 
multitechnology,  multiple-program,  and  regionally  based  EBT  feasibility  test.  Con- 
gress could  direct  0MB,  the  Department  of  the  Treasury,  and  responsible  agencies 
to  design  and  implement  a  program  of  scaled-up  feasibility  tests.  (S.  1646,  the  Food 
Stamp  Fraud  Reduction  Act  of  1993,  is  intended  to  provide  this  direction.) 

Increasing  Congressional  Electronic  Delivery 

In  addition  to  oversight  and  policy  actions.  Congress  can  participate  in  electronic 
delivery  through  its  own  use  of  information  technology.  Several  applications  are 
technically  feasible  and  have  been  pilot-tested,  at  least  on  a  small  scale.  These  in- 
clude videoconferencing  for  committee  hearings;  electronic  bulletin  boards  for  hear- 
ing and  legislative  materials,  schedules,  etc.;  and  computer  conferences  for  public 
input  and  dialogue. 

Congress  gradually  is  building  the  information  infrastructure  on  Capitol  Hill  that 
could  support  its  needs  for  electronic  service  delivery.  Ultimately,  in  addition  to 
scheduling  and  status  information,  complete  congressional  reports  and  documents 
also  could  be  made  available  electronically.  These  could  include  committee  reports 
and  hearings,  as  well  as  public  documents  issued  by  the  congressional  support  agen- 
cies. Taken  together,  electronic  service  delivery  applications  could  further  open  Con- 
gress to  the  people,  strengthen  the  role  of  Congress  as  the  people's  branch  of  govern- 
ment, and,  in  the  process,  set  an  example  for  the  executive  branch  and  the  Nation. 

To  underscore  this  point,  electronic  copies  of  the  full  text  of  Making  Government 
Work  are  available  by  dial-up  modem  or  Internet  access  to  the  FedWorld  Electronic 
Bulletin  Board  operated  by  the  National  Technical  Information  Service  (dial  up  at 
703-321-8020  [modem  set  at  N,8,l,  ANSI  or  VTIOO]  or  Internet  at  fedworld.gov 
[ip=192. 239.92.201]).  Comments  on  the  report  itself,  or  the  general  topic  of  elec- 
tronic delivery,  may  be  directed  to  OTA  over  Internet  by  messaging  fwood@ota.gov 
or  the  groupmail  address  of  elecdelivery@ota.gov.  OTA  also  is  providing  the  Report 
on  computer  diskette  to  any  other  computer  network  or  electronic  bulletin  board 
that  is  interested  in  disseminating  it  (e.g.,  Americans  Communicating  Electronically 
via  Internet  at  ota@ace.esusda.gov). 

Thank  you  for  the  opportunity  to  highlight  the  results  of  Making  Government 
Work  for  the  Subcommittee. 

I  would  be  happy  to  answer  any  questions  that  you  and  other  Subcommittee  mem- 
bers may  have. 

PREPARED  STATEMENT  OF  ELLIOT  F.  GERSON 

Good  morning,  Senator.  I  am  Elliot  F.  Gerson,  President,  Managed  Care  and  Em- 
ployee Benefits  Operations  for  The  Travelers  Insurance  Companies.  I  am  pleased  to 
appear  today  before  you  and  the  Subcommittee  on  Regulation  and  Government  In- 
formation to  discuss  the  results  of  an  important  private/public  coalition  working  to 
streamline  administration  and  reduce  costs  in  the  health  care  system.  I  believe  the 
Workgroup  for  Electronic  Data  Interchange,  or  WEDI  as  it  is  commonly  known,  is 
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one  of  the  remarkable  success  stories  in  health  care  today,  both  in  terms  of  its  out- 
comes and  the  processes  it  uses.  And  it  can  serve  as  an  instructive  model  as  you 
look  at  the  major  task  of  reinventing  government. 

Before  I  discuss  WEDI's  relevance  to  my  company,  let  me  just  say  a  few  words 
about  our  operations.  Travelers  is  one  of  the  world's  largest  multiline  financial  serv- 
ices companies,  focusing  on  insurance,  healthcare  and  investments.  We  currently 
are  working  to  complete  a  merger  with  Primerica  that  will  result  in  the  creation 
of  a  new  Travelers  Corporation  that  will  be  a  leading  company  in  insurance,  securi- 
ties brokerage,  asset  management  and  consumer  lending. 

For  more  than  80  years.  The  Travelers  has  been  a  major  player  in  the  employee 
benefits  business.  In  1913,  we  became  one  of  the  first  companies  to  sell  group  life 
insurance  and  in  1952  we  began  selling  group  medical  coverage.  Today  we  provide 
employee  benefits,  including  group  health,  life  and  disability  benefits,  to  more  than 
9  million  Americans.  Out  of  that  total,  6.5  million  are  covered  by  our  group  health 
plans. 

We  are  the  leading  health  care  provider  to  small  businesses  and  are  the  fifth  larg- 
est managed  care  provider  with  approximately  2  million  covered  lives  through  net- 
works in  130  metropolitan  areas.  These  include  7  HMOs.  In  total,  we  have  70,000 
participating  physicians  and  approximately  1,000  hospitals. 

We  market  our  products  ana  services  to  virtually  all  types  and  sizes  of  companies 
across  America,  from  the  Fortune  500  to  businesses  with  as  few  as  two  employees. 
We  sell  through  a  wide  range  of  distribution  channels,  including  independent 
agents,  brokers  and  benefit  consultants. 

Between  our  basic  business  lines  and  the  claims  we  handle  for  Medicare  under 
government  contract,  we  process  more  than  80  million  claims  annually.  Of  that 
total,  about  one-third  are  processed  electronically,  with  most  of  these  falling  in  the 
Medicare  area. 

Our  private  health  care  business  currently  receives  electronic  claims  from  provid- 
ers primarily  through  NEIC,  a  consortium  owned  by  eleven  of  the  largest  health  in- 
surers in  the  United  States.  It  is  the  largest  processor  of  electronic  healthcare  trans- 
actions for  the  commercial  insurance  industry.  Our  Medicare  operations  receive 
claims  from  multiple  sources.  Of  our  top  500  providers  for  our  private  health  care 
business,  seventy  percent  have  the  capability  to  submit  claims  electronically,  but 
they  only  submit  one-third  of  their  claims  electronically. 

Right  now  The  Travelers  and  other  commercial  carriers  lack  the  critical  mass  and 
leverage  within  the  provider  community  and  the  EDI  industry  to  attract  many  more 
claims  electronically.  Clearly  we  have  to  seek  opportunities  to  increase  EDI  volume 
by  tapping  into  or  accommodating  the  EDI  capabilities  that  providers  have  and  use. 
Obviously,  implementation  of  WEDI's  recommendations  can  go  a  long  way  toward 
creating  the  standards  inft-astructure  and  the  incentives  needed  to  greatly  increase 
the  volume  of  claims  handled  electronically.  Before  getting  into  the  WEDI  process, 
I  want  to  make  a  few  general  points. 

1.  The  use  of  electronic  data  interchange  is  good  for  the  American  consumer. 
It  reduces  hassle,  decreases  cost  and  improves  quality  of  care. 

2.  There  are  billions  of  transactions  flowing  through  the  health  care  system 
today  on  paper  and  over  the  phones.  Of  the  estimated  4.8  billion  claim  trans- 
actions annually,  more  than  80  percent  of  them  are  handled  on  paper.  There 
are  1.7  billion  prescriptions  and  800  million  diagnostic  tests  ordered  each  year, 
again  the  vast  majority  handled  on  paper  or  over  the  phone.  There  are  167  mil- 
lion physician  referrals,  34  million  hospital  admissions,  60  million  claim  status 
inquiries,  150  million  eligibility  inquiries,  and  320  million  claim  payments  and 
remittance  advises — all  of  which  are  clerically  handled  with  a  mountain  of 
paper  or  by  thousands  of  telephone  operators.  This  clerical  environment  contrib- 
utes to  the  high  cost  of  health  care  and  distracts  health  care  providers  ft-om 
their  primary  mission  of  delivering  quality  health  care.  As  a  strong  supporter 
of  market-based  health  care  reform.  The  Travelers  recognizes  that  streamlined 
administration  is  essential  to  any  reform  package  enacted  by  Congress. 

3.  Great  technology  exists  today;  it  is  abundant  and  cost-effective  compared 
to  10-15  years  ago.  Some  have  asked  why  we  could  have  ATM  bank  cards  ten 
years  ago  but  not  health  care  cards.  Two  primary  reasons  exist.  A  banking 
transaction  is  far  less  complex  than  a  health  care  transaction.  A  banking  trans- 
action involves  fewer  than  200  characters;  a  health  care  transaction  is  more 
than  4000  characters.  Furthermore,  we  now  have  laptop  computers  that  can 
handle  what  mainframes  did  ten  years  ago.  It  would  have  been  too  costly  then 
to  do  what  we  can  do  now. 

4.  There  are  hundreds  of  sofi;ware  billing  systems  that  providers  (either  doc- 
tors or  hospitals)  use  today.  Physicians,  for  example,  use  over  2900  different 
practice  management  systems.  And  most  of  them  do  not  follow  any  electronic 
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standard.  They  will  not  convert  to  an  ANSI  (American  National  Standards  In- 
stitute) Accredited  Standards  Committee  (ASC)  X12  (Electronic  Data  Inter- 
change) process  or  WEDI  recommended  process  unless  it  is  easy  and  inexpen- 
sive, and  are  convinced  that  the  standard  will  be  used  by  everyone.  Because  of 
the  lack  of  uniform  standards  to  date,  there  is  little  efficiency  in  electronic  data 
interchange  among  participants  and  minimal  incentive  for  anyone  to  invest  in 
it.  Furthermore,  only  about  half  of  physicians  and  dentists  currently  have  com- 
puterized systems. 

5.  Administrative  simplification  is  a  good  idea  and  sounds  simple.  The  term 
"simplicity,"  however,  may  be  misleading.  It  involves:  development  of  partner- 
ships among  all  key  participants  in  the  health  care  industry,  agreement  on  elec- 
tronic forms  to  be  used  in  the  industry — for  enrollment,  eligibility,  payment, 
and  claims  submission.  For  example,  there  is  no  common  agreement  on  how  an 
individual  is  referred  to  for  payment  purposes:  name,  insured,  policyholder,  de- 
pendent, or  beneficiary.  Furthermore,  to  achieve  administrative  simplification 
may  require  conversion  of  systems  in  which  there  already  have  been  major  in- 
vestments and  would  require  substantial,  additional  investments  to  convert  to 
something  else. 

6.  The  estimated  investment  required  to  establish  and  operate  a  streamlined, 
EDI  capable  health  care  system  ranges  fi"om  $5.3  to  $17.3  billion.  The  gross  an- 
nual administrative  savings  potential  ranges  fi-om  $12.9  to  $26.0  billion.  The 
value  of  endorsing  EDI  standards  and  investing  in  EDI  inft-astructure  is  illus- 
trated in  WEDI's  estimate  that  $42.3  billion  in  net  savings  could  be  achieved 
by  the  year  2000. 

7.  WEDI  has  been  a  proponent  of  a  uniform  set  of  standards  and  the  ANSI 
ASC  X12  organization  recently  completed  a  set  of  electronic  standards  to  be 
able  to  process  and  transmit  information,  with  minimal  paperwork.  What  is 
needed  is  the  "good  housekeeping"  seal  of  approval  by  the  nation  that  ANSI 
ASC  X12  will  be  used  by  everyone. 

The  WEDI  process,  itself,  is  a  highly  successful  one.  Begun  in  1991  as  a  challenge 
by  then-HHS  secretary  Louis  Sullivan  to  the  health  care  industry,  a  group  of  rep- 
resentatives from  the  public  and  private  health  care  sectors  (providers  ana  payers) 
formed  a  coalition  to  map  out  how  we  could  reduce  administrative  costs  in  our 
health  care  system,  especially  through  electronic  data  interchange.  At  that  time,  458 
different  electronic  standards  were  used  to  communicate  within  the  health  care  in- 
dustry, resulting  in  many  one-way  communications. 

The  1992  WEDI  Report  reflected  consensus  reached  among  the  representatives  of 
the  government  and  private  sector  to  use  one  set  of  standards,  rather  than  the  458. 
It  set  out  an  aggressive  time  frame  for  moving  the  industry  to  implement  the  stand- 
ards and  identified  additional  work  that  was  needed  to  accomplish  this  goal.  This 
agreement  marked  a  major  turning  point  in  moving  the  process  forward. 

Some  of  the  1992  recommendations  indicated  further  study  was  necessary  for 
some  elements  of  implementation,  e.g.,  unique  identifier  numbers  for  providers,  pay- 
ers, and  individuals;  whether  health  cards  should  be  used  and  if  so,  what  technology 
was  the  best;  and  implementation  guides  for  users  to  adopt  the  ANSI  ASC  X12, 
among  other  things.  These  activities,  among  others,  were  carried  out  in  1993. 

In  the  October  19,  1992  Federal  Register,  the  Health  Care  Financing  Administra- 
tion (HCFA)  issued  an  Advanced  Notice  of  Rulemaking  of  its  intent  to  have  partici- 
pants in  the  Medicare  program  transition  to  the  ANSI  ASC  X12  standards  for  elec- 
tronic remittance.  During  the  last  year,  states  such  as  New  York  and  Florida  had 
statutory  commissions  to  review  the  use  of  uniform  claims  forms;  both  deferred  to 
what  the  final  health  care  reform  legislation  would  require. 

In  addition  to  reaching  a  consensus  to  use  one  set  of  standards,  the  WEDI  process 
is  in  itself  unusual.  In  1993,  the  WEDI  Steering  Committee  expanded  its  member- 
ship from  15  to  26  national  organizations  and  groups;  increased  the  number  of  tech- 
nical advisory  groups  (TAGS)  from  5  to  11;  and  enlarged  the  TAG  membership  from 
60  to  270.  (A  list  of  the  Steering  Committee  and  TAG  membership  is  attached.)  Par- 
ticipation was  voluntary;  many  organizations  contributed  in-kind  services  through 
staff,  and  The  Travelers  and  Blue  Cross  Association  underwrote  the  funding  of  the 
effort  for  the  past  two  years.  WEDI  itself  did  not  even  have  a  telephone  number 
or  address.  Support  for  the  Steering  Committee  was  provided  by  volunteers  from  the 
respective  organizations.  Moreover,  WEDI  has  maintained  a  balance  of  providers 
ana  payers  to  share  in  its  consensus  and  collaboration. 

Besides  testifying  and  working  with  key  members  of  the  First  Lady's  Task  Force 
on  data  and  administrative  simplification,  WEDI  has  accomplished  the  following  in 
1993. 

1.  It  recommended  that  the  ANSI  ASC  X12  set  of  standards  be  mandated  as 
the  standards  for  financial  transactions  in  the  health  care  industry. 
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2.  It  recommended  universal  use  of  standard  identifier  numbers  for  the  health 
care  industry. 

Patients:  Social  Security  Number 

Individual  Providers — Social  Security  Number 

Provider  Organization:  Tax  Identification  Number 

Payer  and  EDI  Entities:  Two-part  code,  consisting  of  eleven  characters 
and  modeled  after  the  National  Association  of  Insurance  Commissioners 
Company  Code 

3.  It  developed  and  recommended  Congressional  enactment  of  model  legisla- 
tion to  protect  the  privacy  and  confidentiality  of  individually  identifiable  health 
care  information  in  the  electronic  data  interchange  environment. 

4.  It  recommended  the  adoption  of  the  ANSI  ASC  X12  standard  data  (and  for- 
mats) be  adopted  for  health  identification  cards.  Because  technology — that  may 
ultimately  prove  cheaper — is  advancing  so  quickly  in  this  area,  WEDI  rec- 
ommends that  standard  information  be  required,  regardless  of  the  technology 
used. 

5.  It  recommended  the  development  of  implementation  guides  so  that  specific 
and  defined  instructions  would  be  available  to  support  uniform  data  content 
and  coding  instructions. 

6.  It  recommended  an  aggressive  time  fi"ame  for  implementing  EDI.  Specifi- 
cally, it  recommended  that  all  players  who  handle  50,000  or  more  claims  each 
year,  group  practices  of  20  or  more  physicians  and  employers  with  100  or  more 
employees  implement  the  standards  by  4th  quarter  1994.  The  remainder  of  the 
participants  should  do  so  by  4th  quarter  1996. 

7.  It  recommended  the  development  of  a  network  architecture  to  support  a 
broad  array  of  applications,  communications,  access  methods,  protocols,  and  line 
speeds  (rather  than  having  one  major  data  repository  for  the  country,  which 
would  be  prohibitively  costly  to  develop  and  extremely  difficult  to  maintain). 

8.  It  recommended  development  of  an  incentive  plan  (e.g.,  higher  tax  credits 
and  accelerated  depreciation)  to  encourage  timely  implementation. 

9.  It  delineated  federal  and  state  responsibilities. 

During  1994,  WEDI  will  continue  its  effort.  Much  of  the  focus  will  be  on  education 
and  working  with  those  who  are  formulating  policy  and  legislation  on  administra- 
tive simplification.  WEDI  has  developed  a  blueprint  for  administrative  savings  in 
record  time  and  with  historic  consensus.  WEDI  urges  the  Congress  to  study  its  find- 
ings carefully,  enact  the  ANSI  ASC  XI 2  standards  (as  some  bills  already  propose); 
enact  the  model  confidentiality  and  privacy  legislation;  and  consider  incentives  for 
the  participation  of  smaller  participants.  Congress  will  be  challenged  to  write  laws 
that  provide  clear  direction  and  incentives  while  making  them  flexible  enough  to 
permit  the  use  of  advancing  technology  without  requiring  a  change  in  laws  or 
lengthy  regulatory  processes. 

One  final  note.  What  WEDI  has  developed  and  endorsed  is  significant,  and  the 
return  on  investment  (ROD  will  be  enormous  in  the  financial  area — in  terms  of  less 
hassle,  improved  accuracy,  less  cost,  a  more  secure  environment  for  privacy,  and  ul- 
timately better  quality  care.  WEDI  is  the  first  step  because  it  is  tne  easiest.  But 
the  real  savings  will  come  when  much  of  the  medical  record  is  automated  electroni- 
cally. This  is  a  much  more  arduous  task  and  will  take  years  to  complete.  Much  of 
the  medical  record,  however,  could  be  electronically  automated  quickly,  e.g.,  lab, 
pharmacy,  and  radiology,  again  using  a  single  set  of  standards.  As  each  of  these 
areas  develops  using  a  single  set  of  standards,  our  capacity  for  improved  quality  of 
patient  care  will  vastly  increase. 

I  will  be  happy  to  answer  any  questions. 
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EMBARGOED  FOR  RELEASE  --  10:00  AM  TUESDAY,  NOVEMBER  23,  1993 


WED!  UNVEILS  BLUEPRINT  FOR  STREAMLINED 
ADMINISTRATION  OF  THE  U.S.  HEALTH  CARE  SYSTEM 


(WASHINGTON,  Nov.  23,  1993)  --  A  private/public  taskforce  representing 
all  major  components  of  the  health  care  system,  announced  today  its 
latest  blueprint  for  streamlining  the  administration  of  medical  care 
for  all  Americans  --  a  fundamental  element  of  President  Clinton's 
health  care  reform  plan. 

"This  unprecedented  collaboration  of  leaders  from  all  corners  of  the 
health  care  arena  has  resulted  in  concrete  recommendations  that  will 
radically  change  an  industry  now  encumbered  by  paperwork,"  said  Bernard 
R.  Tresnowski,  president  and  chief  executive  officer  of  the  Blue  Cross 
and  Blue  Shield  Association  and  co-chair  of  the  Workgroup  for 
Electronic  Data  Interchange  (WEDI). 


more  - 
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WEDI  Recommendations  /  Add  one 


"With  federal  and  state  proposals  to  reform  the  nation's  health  care 
system  now  under  debate,  there  has  never  been  a  better  time  to  simplify 
the  system  so  that  we  can  focus  on  what's  important,"  added  Joseph  T. 
Brophy,  past  president  of  The  Travelers  Insurance  Company  and  WEDI's 
other  co-chair. 

When  fully  implemented,  the  recommendations  for  standardizing 
electronic  communications  across  the  health  care  industry  could  shave 
an  estimated  $42  billion  from  the  nation's  medical  bill  over  the  next 
six  years  by  reducing  paperwork  and  streamlining  administration. 

Additionally,  WEDI's  recommendations  would  make  it  easier  for  doctors, 
hospitals  and  patients  to  submit  claims  to.  insurers  and  receive 
payments.  Transactions  would  take  place  strictly  between  the  health 
care  provider  and  the  payer  (such  as  an  insurer),  freeing  patients  from 
paperwork. 

"Ultimately,  paper  should  become  a  relic  of  a  bygone  era  in  health 
care,"  said  Tresnowski.  "If  implemented,  the  WEDI  recommendations 
would  mean  that  patients  would  no  longer  fill  out  insurance  forms. 

Doctors,  hospitals  and  their  staffs  would  be  able  to  conduct  a  variety 
of  transactions  in  one  standard  format,  instead  of  the  nearly  400 

-  more  - 
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WEDI  Recommendations  /  Add  two 

formats  that  exist  today.  And  the  business  of  administering  health 
care  would  be  faster  and  less  expensive  for  everyone." 

The  recommendations  also  could  help  improve  the  quality  of  medical  care 
by  standardizing  information  and  allowing  for  easier  access  to  and 
analysis  of  health  care  data. 

WEDI  has  established  an  aggressive  target  schedule  for  implementing  its 
recommendations  across  the  industry.  By  the  4th  Quarter  of  1994,  large 
insurers,  providers  and  employers  plan  adoption  of  electronic 
data  standards  that  will  make  paperless  health  care  administration 
possible.  To  accomplish  that  goal,  WEDI  will  develop  an  industry 
implementation  manual  for  distribution  to  doctors,  hospitals,  payers 
and  EDI  vendors  by  mid-1994. 

The  WEDI  co-chairs  also  pointed  out  that  the  workgroup's 
recommendations  tie  in  closely  with  several  elements  of  President 
Clinton's  health  care  reform  plan. 

For  example,  WEDI's  call  for  standardized  and  uniform  data  across  the 
entire  industry  will  make  it  possible  to  establish  the  Regional  Data 
Centers  envisioned  by  the  President,"  said  Brophy.  "The  Data  Centers 
will  collect  medical  care  information  from  around  the  country  and 

-  more  - 
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analyze  it  to  provide  information  that  will  help  doctors  and  hospitals 
provide  better  care  for  their  patients." 

To  reach  the  goal  of  decreased  paperwork  and  administrative  costs,  WEDI 
developed  the  following  key  recommendations  for  1993: 

Implement  Standards  for  Data  Collection  and  Health  Care  Transactions 

1.  Require  specific  and  defined  instructions  to  support  uniform 

data  content  and  coding  structures; 

These  standards  must  be  implemented  by  4th  Quarter  1994  by 
all  payers  who  handle  50,000  or  more  claims  each  year,  group 
practices  with  20  or  more  physicians,  and  employers  with  100 
or  more  employees.  All  other  participants  must  implement 
the  standards  by  4th  Quarter  1995. 

To  encourage  timely  implementation,  WEDI  recommends  the 
development  of  incentive  programs  such  as  higher  tax  credits 
and  accelerated  depreciation. 

2.  Develop  a  network  architecture  to  support  broad  array  of 

applications,  communications,  access  methods,  protocols  and 
line  speeds; 

Establish  Unique  Identifiers  for  the  Health  Care  Industry 

3.  Identify  unique,  standard  identification  numbers  to  promote 

industry  standardization  and  uniformity  of  health  care  data. 

Examples  of  those  types  of  identifiers  include: 

Patients  --  Social  Security  Number 

Individual  Providers  --  Social  Security  Number 

Provider  Organizations  --  Tax  Identification  Number 


more 
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Payers  and  EDI  entities  --  two-part  code,  consisting  of 
eleven  characters  and  modeled  after  the  National  Association 
of  Insurance  Commissioners  Company  Code 


Develop  Standards  for  Health  Identification  Cards 

4.  Develop  a  standard  for  data  content  and  format  for  health 

identification  cards. 

Protect  Patients'  Privacy  and  Confidentiality 

5.  Enact  the  model  legislation  drafted  by  WEDI  to  preserve 

confidentiality  and  privacy  rights  of  individually 
identifiable  health  care  information. 

Clearly  Delineate  State  and  Federal  Roles  for  EDI  Implementation 


WEDI  was  established  in  1991  in  response  to  the  challenge  of  reducing 
administrative  costs  in  the  health  care  system.  It  is  guided  by  a 
Steering  Committee  of  26  representatives  from  all  areas  of  the  health 
care  industry.  Eleven  Technical  Advisory  Groups  were  formed  to  address 
the  obstacles  and  develop  work  plans  for  a  transition  to  a  health  care 
industry  that  transacts  business  electronically,  using  one  set  of 
electronic  standa\rds  and  interconnecting  networks. 

(A  full  listing  of  WEDI's  recommendations  is  available  in  the  form  of 
an  executive  summary  and  full  report.) 

#  #  # 
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The  Workgroup  for  Electronic  Data  Interchange  (WEDI)  is  a  public-private 
task  force  created  to  streamline  health  care  administration  by 
standardizing  electronic  communications  across  the  industry. 

-  WEDI  was  established  in  November  1991  by  Louis  W.  Sullivan,  M.D., 
Secretary  of  the  U.S.  Department  of  Health  and  Human  Services. 
WEDI's  charge  was  to  develop  an  action  plan  for  standardizing 
electronic  communications  across  the  industry,  making  it  possible  for 
all  participants  to  communicate  electronically. 

-  In  July  1992,  WEDI  presented  the  Secretary  of  Health  and  Human 
Services  a  report  that  outlined  aggressive  but  achievable  goals  to 
propel  the  health  care  industry  toward  the  use  of  electronic  data 
interchange  (EDI).  WEDI  is  scheduled  to  make  further  recommendations 
to  the  Secretary  in  November  1993. 

-  WEDI  is  guided  by  a  Steering  Committee  of  26  national  health  care 
leaders  representing  private  payers,  providers,  consumers,  federal 
and  state  health  care  government  agencies,  and  business.  A  complete 
list  of  the  WEDI  Steering  Committee  is  attached. 

-  WEDI's  11  Technical  Advisory  Groups  (TAGs)  support  the  Steering 
Committee  by  addressing  the  major  Issues  in  EDI: 

>  Standards  Implementation  and  Uniform  Data  Content 

>  Network  Architecture  and  Accreditation 

>  Confidentiality  and  Legal  Issues 

>  Unique  Identifiers  for  the  Health  Care  Industry 

>  Education  and  Publicity 

>  Health  Identification  Cards 

>  Short-term  strategy 

>  State  Government  Liaisons 

>  Financial  Implications 

>  Coordination  of  Benefits 

>  Health  Care  Fraud  Prevention  and  Detection 


-more- 
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Fact  Sheet 
Page  2 

-  WEDI's  TAGS  are  staffed  by  more  than  200  health  care  professionals 
from  across  the  industry. 

-  Major  payers,  providers  and  employers  will  automate  enrollment, 
eligibility  and  claims  by  the  fourth  quarter,  1993.  Smaller  entities 
have  until  1996. 

-  Participants  have  agreed  to  use  American  National  Standards  Institute 
(ANSI)  standards  nationally. 

-  WEDI  sponsored  three  demonstration  projects  to  promote  cooperative 
industry  efforts,  develop  awareness  of  industry  EDI  activities,  and 
demonstrate  that  technology  is  currently  available  to  implement  the 
WEDI  recommendations. 

1.  AT&T  implemented  standards  to  exchange  eligibility  information 
between  itself  and  its  insurance  carriers:  Empire  Blue  Cross  and 
Blue  Shield  (New  York),  Travelers  Insurance  Company  and  Prudential 
Insurance  Company. 

2.  Blue  Cross  and  Blue  Shield  of  Virginia  demonstrated  that  a  broad- 
based,  sophisticated  infrastructure  could  facilitate  the  rapid 
implementation  of  eight  new  health  care  EDI  transactions.  The 
project  was  a  collaboration  among  several  governments,  30 
insurance  companies,  165  hospitals  and  thousands  of  physicians. 

3.  Blue  Cross  and  Blue  Shield  of  Minnesota  and  United  Healthcare 
Corporation,  along  with  Mutual  of  Omaha  and  other  indemnity 
insurance  carriers,  combined  two  distinct  EDI  systems  and 
increased  EDI  activity  in  an  11-county  region  surrounding 
Minneapolis  and  St.  Paul. 

-  During  1993,  six  new  demonstration  projects  were  initiated. 
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THE    AUUIANCE    FOR     MANAGED    CO  rv/1  F^  E  X  I  X  I  O  N 


NEWS  RELEASE 


For  Immediate  Release:  Contact:  John  Gibbons 

Tuesday,  November  23,  1993  202/  835-0538 


Statement  by  The  Alliance  For  Managed  Competition 
On  the  WEDI  Recommendations 

The  Alliance  for  Managed  Competition  (AMC)  commends  and  supports  the  efforts  of  the 
Workgroup  for  Electronic  Data  Interchange  (WEDl).  Their  report  has  proven  that  it  is 
possible  to  streamline  health  care  administration  and  eliminate  wasteful  ps^crwork  --  while 
saving  money  in  the  process. 

The  WEDI  recommendations  will  ensure  a  simpler  and  more  efficient  system  for  doctors, 
hospitals,  insurers,  and,  most  importantly,  patients.  With  these  improvements,  doctors  and 
hospitals  will  be  able  to  focus  more  of  their  energies  on  patient  care  --  rather  than  the  hassle  of 
patient  paperwork. 

The  rewards  of  the  WEDI  recommendations  --  reduced  paperwork,  more  efficiency,  improved 
quality  ~  would  be  worth  these  efforts  alone.  The  fact  that  WEDI  estunates  a  net  savings  of 
$42  billion  over  the  next  six  years  is  further  proof  that  these  reforms  should  be  implemented. 


The  Alliance  for  Managed  Competition  is  composed  of  five  managed  care  companies  who 
provide  health  coverage  to  more  than  60  million  Americans.  They  are:   Aetna,  CIGNA, 
MetLife,  The  Prudential,  The  Travelers. 


### 
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For  iBunediat*  Relaas*  Contact:      Barbara  Qracay 

November    22,    1993  ■■!■■■  202/223-7782 


HIAA 


Health  Insurance  Association  of  Amenca 


NEWS  RELEASE 


HIAX  ENDORSES  WORKGRODP  FOR  BUSCTRONIC  DATA  INTERCHANQE ' 8 
ROLE  IN  CUTTING  ADMINISTRATIVE  HEALTH  CARE  COSTS 

WASHINGTON,  D.C.,  NOVEMBER  22  —  Calling  the  projected  $42 
billion  in  savings  over  the  next  six  years  an  "achievable 
accomplishment,"  Bill  Gradison  commended  and  endorsed  the 
Workgroup  for  Electronic  Data  Interchange's  (WEDI)  1993  financial 
analysis  of  standardizing  electronic  communications. 

Gradison,  president  of  the  Health  Insurance  Association  of 
America  (HIAA)  said  WEDI's  latest  report  represents  "a 
significant  step  toward  reforming  the  U.S.  health  care  system." 

"Since  its  inception  in  1991,  VfEDI  has  moved  quickly  to 
develop  an  action  plan  to  streamline  health  care  administration 
by  standardizing  electronic  communications,"  said  Gradison. 

Gradison  also  commended  the  voluntary,  public-private  task 
force's  substantial  gains  with  EDI  implementation  through  pilot 
programs  which  will  allow  health  care  enterprises  to  reallocate 
resources  and  enhance  quality,  patient  care  and  customer  service. 

"We  are  committed  to  a  better  health  care  system  and  we  are 
encouraged  by  the  positive  steps  already  underway  to  move  towards 
one  set  of  electronic  standards  and  interconnecting  networks," 
said  Gradison.   "WEDI  will  not  only  save  money,  but  will  increase 
the  efficiency  of  the  system." 

-  more  - 
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"It  clearly  exemplifies  the  health  care  industry's 
independent  steps  toward  making  the  system  easier  for  consumers 
and  we  look  forward  to  working  with  the  Administration  and 
Congress  to  see  that  a  standard  electronic  system  becomes  a 
reality,"  he  said. 

The  Health  Insurance  Association  of  America  is  a  Washington, 
D.C. -based  trade  association  of  the  nation's  leading  commercial 
insurance  carriers. 

«  «  « 
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U.S.  OKPARTMCNT  OF  HKALTH  AND  HUMAN  SERVICES 


FOR  IMMEDIATE  RELEASE 
Tuesday,  Noveaber  23,  1993 


Contact:   HES  Press  Office 

(202)  690-6343 


STATEK£NT  BY  DONNA  E.  SHALAIA 

Secretary  of  Health  and  Huaan  services 


"Better  service  to  patients  and  greater  efficiency  for 
health  care  providers  are  9oalB  tha.t.   evary  An^rican  seekii  as  ws 
move  toward  the  reform  of  our  health  care  systea.   Our  consumers 
want  quality  health  care  without  the  red  tape  —  and  providers 
know  that  the  time  has  come  to  move  toward  a  'paperless'  system 
that  can  neem  faster,  better  service  for  all  of  us. 

"The  Horkgroup  for  Electronic  Data  Interchange  has  performed 
a  valueUsle  service,  laying  important  groundwork  toward  these  long 
term  goals.   Their  work  promises  to  help  reduce  administrative 
costs  and  improve  the  speed  and  accuracy  of  transactions  in  the 
health  care  sector. 

"I  admire  the  spirit  of  cooperation  that  has  narked  the  work 
of  the  WEDI  group,  and  thank  all  those  who  have  been  involved  in 
this  important  effort.   Cooperation  across  the  board  must  become 
our  by-word  if  we  are  to  successfully  transform  our  health  care 
system  into  one  that  maintains  high  c[uality  while  at  the  same 
time  becoming  more  efficient  and  more  accessible  for  all 
Americans. " 


/// 
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FOR  IMMEDIATE  RELEASE 

Nov.  23.  1993 


FOR  FURTHER  INFORMATION  CONTACT: 

Dennis  L.  Bamhardt.  APR.  MGMA 
CommunicaUons  Director  at  (303)  397-7870 


EDI  will  cut  paperwork,  can  protect  patient  privacy, 

MGMA  says 


DE^fVER  —  The  oldest  and  largest  organization  representing  medical 
practice  management.  Medical  Group  Management  Association  (MGMA), 
fully  endorses  uniform  standards  for  electronic  data  interchange  (EDI)  for 
the  health  care  industry  while  protecting  patient  confidentiality. 

"Uniform  standards  across  the  industry  will  help  stop  the  time- 
consuming  waste  of  handling  thousands  of  different  paper  forms,"  said 
Frederick  J.  "Fritz"  Wenzel.  FACMPE*,  MGMA  Interim  executive 
director/CEO.  EDI  also  has  the  potential  to  improve  patient  care  by 
supporting  the  transmission  of  patient-critical  information  from  medical 
records,  less  duplication  of  service,  better  referral  service  and  follow  up, 
and  fewer  insurance  company  hassles,  he  noted. 

"Without  EDI.  seamless  care  cannot  become  a  reality,"  Wenzel  said. 
Wenzel  made  his  remarks  in  anticipation  of  the  Workgroup  for  Electronic 
Data  Interchange  (WEDI)  news  conference  in  Washington,  D.C..  Tuesday, 
Nov.  23.  at  which  WEDI  released  a  study  report  on  EDI. 

MGMA  also  strongly  supports  the  Health  Information  Confidentiality 
and  Privacy  Act  of  1993  proposed  by  WEDI.    "It  is  absolutely  essential  that 
before  proceeding  further  with  electronic  standardization,  that  the  Congress 
enact  preemptive  confidentiality  and  privacy  legislation."  Wenzel  said. 

(more) 
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Seven  MGMA  members  serve  on  WEDl  technical  advisory  groups 
{TAGs).  They  have  helped  shape  WEDI  policy  and  direction  in  key  areas, 
including  financial  implications,  uniform  standards  and  attachments.  Victor 
J.  Arnold,  director  of  management  information  systems.  The  Stanford 
University  Clinic.  Palo  Alto.  Calif.,  is  an  MGMA  member  and  co-chair  of  a 
TAG  sub-committee  that  has  been  working  on  reducing  attachments,  the 
extensive  paper  documentation  that  still  must  be  submitted  to  accompany 
electronic  claims. 

"Because  there  is  so  much  paperwork,  because  there  is  so  much 
duplication,  the  work  units  needed  to  process  claims  on  both  payer  and 
provider  sides  have  gone  through  the  roof,"  Arnold  said.  "If  we  follow 
uniform  standards  and  all  use  EDI,  this  will  save  money  and  allow  staff  to 
focus  on  more  productive  activities." 

Another  MGMA  member.  Donna  M.  Padnos.  reimbursement  director 
of  the  department  of  Internal  medicine.  Rush  Presbyterian  St.  Luke's 
Medical  Center.  Chicago,  serves  on  the  standards  implementation  and 
uniform  data  content  TAG. 

"Right  now  there  are  hundreds  of  different  ways  of  doing  the  same 
thing  and  we  cannot  continue  under  the  weight  of  It  any  longer,"  Padnos 
said.  "We  must  have  standards,  which  will  save  effort  and  improve  patient 
care."  She  noted  that  30  percent  to  40  percent  of  her  department's  claims 
are  electronic.  "It  works.  We  get  edits  up  front  and  money  does  come  in 
faster." 

MGMA  will  further  voice  its  support  of  EDI  when  MGMA  President 
Joseph  W.  MitJyng,  Jr..  FACMPE,  testifies  on  Nov.  30  before  the  Physician 
Payment  Review  Commission  (PPRC).  a  7-year-old  advisory  body  to  Congress. 

MGMA  Associate  Executive  Director  Steven  S.  Lazarus.  Ph.D..  FHIMSS, 
serves  as  MGMA's  representative  on  the  WEDI  steering  committee. 

Founded  in  1926,  MGMA  is  the  oldest  and  largest  organization 
representing  medical  practice  management.  More  than  5.900  group 
practices  and  14,700  administrators/managers  comprise  MGMA  member 
groups,  representing  more  than  120,000  physicians. 

•  FACMPE;  Fellow  In  the  American  College  of  Medical  Practice  Executives 
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AA..«.^.^rk».T.»  ERNEST  8.  )OHNSTONFSA 

MUTUQL^XmNlia  Se««,  Execunv*  Vice  PrtsK^t 


STATFMgNTT  BY  MimJAL  OF  OMAHA 

Mutu^  Of  Ornaha  has  been  a  part  Of  the  WEDi  work  group  eflorts  Since 
its  inception  and  we  support  its  recommenctetions. 

We  have  had  assodaras  of  our  Cornpanias  activefy  invo»y^Bd  in 
subcornrrtttae  actjvfcy.  as  weB  as  partiopating  in  the  demonstrations 
conducted  as  part  of  the  developmert 

We  beieve  the  reconvnendations  wi  not  onty  reduce  dainis 
admiristrative  processing  expenses  but  wil  also  contribute  to  greater 
efficiency  and  higher  qua^  within  the  health  care  delivery  system,  which 

is  the  ultimate  goal  of  the  WEOl  e^xts. 


Ernest  B. 

Serwy  Executive  Vice  President 

Operations 

Nov«T^)er  22.  1993 


•  MUTUAl  Of  OMAHA  PIA2A  •  Omaha,  NE  Ml  75  •  402-J42-7600 
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Appendix  13 
WEDI  Membership 


VVEDI  Co-Chairs 

Joseph  T.  Brophy 

Past  President 

The  Travelers  Insurance 

Company 

One  Tower  Square,  6MS 

Hartford,  CT  06183 


Bernard  R.  Tresnowski 

President 

Blue  Cross  and  Blue  Shield 

Association 

676  N.  St.  Clair  Street 

Chicago,  IL  60611 


WEDI  Steering  Committee 

Mary  Adelman 

Director 

Government  Relations  and 

Legal  Affairs 

Self- Insurance  Institute  of 

America,  Inc. 

17300  Redhill  Ave.,  Suite  100 

Irvine,  CA  92714 

Lee  Barrett 

ASCX12 

151  Farmington  Avenue 

Hartford,  CT  06156 

George  Belsey 
Executive  Vice  President 
American  Hospital  Association 
840  N.  Lake  Shore  Drive 
Chicago,  IL  60611 

Jim  Bradley 

Vice  President 

United  Healthcare 

Corporation 

(Group  Health  Association  of 

America) 

9900  Bren  Road  East 

Minneapolis,  MN  55440-8001 

Rick  Chapman 
Chief  Information  Officer 
Columbia  Healthcare 
Corporation 

(Federation  for  American 
Healthcare  Systems) 
201  W.  Main  Street 
Louisville,  KY  40202 

Norwood  Davis 

Chairman  of  the  Board  and 

CEO 

Blue  Cross  and  Blue  Shield  of 

America 


2015  Staples  MiU  Road 
Richmond,  VA  23230 

Carole  Gassert,  Ph.D.,  RN 

School  of  Nursing 

University  of  Maryland  - 

Baltimore 

(American  Nurses 

Association) 

Parsons  Hall 

655  W.  Lombard  Street,  Room 

411 

Baltimore,  MD  21201 

Dr.  Albert  H.  Guay 
Assistant  Executive  Director 
American  Dental  Association 
211  East  Chicago  Avenue 
Chicago,  IL  60611-2678 


U 


Lynn  E.  Jer\sen,  Ph.D. 
ice  President 
licy 
Me( 
515  North  State  Street, 
Hoor 
Chicago,  IL  60610 


Health  Policv 

American  Medical  Association 
13th 


Ernie  Johnston 
Vice  President 
Mutual  of  Omaha 
Mutual  of  Omaha  Plaza 
Omaha,  NE  68175 

Ronald  P.  Jordan,  R.Ph. 

President 

Drug  Benefit  Management 

Systems,  Inc. 

(National  Council  for 

Prescription 

Drug  Programs) 
30  Sharpe  Street 
West  Greenwich,  RI  02817 
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Peter  M.  Kazon 
Executive  Director 
American  Clinical 
Laboratory  Association 
1919  Pennsylvania  Ave., 
Suite  800 
Washington,  D.C.  20006 

Steven  Lazarus,  Ph.D. 
Associate  Executive  CHrector 
Medical  Group 
Management  Association 
104  Inverness  Terrace  East 
Englewood,CO  80112-5306 

Mary  Lou  Marek 

Vice  President 

Aetna  Life  Insurance 

Cornpany 

151  Farmington  Avenue 

Hartford,  CT  06156 

Tony  Masso 
Vice  President 
Managed  Care  and 
Insurance  Products 
Health  Insurance 
Association  of  America 
1025  Connecticut  Avenue, 
N.W. 
Washington,  D.C.  20036 

Martha  McSteen 

President 

National  Committee  to 

Preserve  Social 

Security  and  Medicare 
2000  K  Street,  N.W.,  Suite 
800 
Washington,  D.C.  20006 

Karen  Pace 

Director 

Clinical  Affairs 

National  Association  for 

Home  Care 

519  C.  Street,  N.E.,  Stanton 

Park 

Washington,  D.C. 

20002-5809 

John  Rother 

Director 

Legislation  and  Public  Policy 

American  Association  of 

Retired  Persons 

601  E  Street,  N.W. 

Washington,  D.C.  20049 


Leonard  Schaeffer 
Chairman  and  CEO 
Blue  Cross  of  California 
21555  Oxnard  Street 
Woodland  Hills,  C  A  91367 

Linda  Schofield 

Director 

Department  of  Income 

Mamtenance 

State  of  Connecticut 

110  Bartholomew  Avenue 

Hartford,  CT  06106 

Robert  A.  Wacloff,  Ph.D. 
Chief  Executive  Officer 
Health  Technology 
Management,  Inc. 
(American  Managed  Care 
and 

Review  Association) 
9015  South  Poplar  Street 
Tempe,  AZ  85284 

Carol  Walton 

Director 

Bureau  of  Program 

Operations 

Health  Care  Financing 

Administration 

Meadows  East  Bldg.,  Room 

300 

6325  Security  Blvd. 

Baltimore,  MD  21207 

Pamela  Wear,  RRA 
Executive  Director 
American  Health 
Information 

Management  Association 
919  N.  Michigan  Avenue 
Chicago,  IL  60611 

Paul  R.  Willging 
Executive  Vice  President 
American  Health  Care 
Association 
c/o  Peter  Fitzgerald 
1201  L.  Street  N.W. 
Washington,  D.C. 
20005-4014 
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WEDI  Technical  Advisory  Group  Chairs 


Joel  Ackerman 

Oirector 

United  HealthCare 

Corporation 

9705  Data  Parle  Drive,  MR 

6130 

Minnetonka,  MN  55343 

Mary  Adelman 

Director 

Self -Insurance  Institute  of 

America 

17300  Redhill  Ave.,  Suite  100 

Irvine,  CA  92714 

Peter  T.  Barry 

President 

Peter  T.  Barry  Co. 

1425  W.  Mequon  Road 

Mequon,  WI  53092 

Debra  Beals 

Health  Care  Financing 

Administration 

6325  Security  Boulevard 

GA7  Meadows  East  Building 

Baltimore,  MD  21207 

Ann  Behling 

Blue  Cross  and  Blue  Shield 

Association 

676  N.  St.  Clair  Street 

Chicago,  IL  60611 

Joe  Bigley 

President 

Cooperative  Healthcare 

Networks,  Inc. 

1 10  Novel  Court,  Suite  1200 

Alpharetta,  GA  30202 

Marjorie  Carey 

Assistant  General  Counsel 

American  Hospital 

Association 

840  N.  Lake  Shore  Drive 

Chicago,  IL  60611 

Chris  Darrall 

Sr.  Systems  Manager 

Columbia  Healthcare 

Corporation 

708  West  Magazine  Street, 

4-515  Bldg 

Louisville,  KY  40201-7434 


Leslie  Fox 

Senior  Vice  President 

American  Health 

Information 

Management  Association 
101  E.Ontario 
Chicago,  IL  60611 

Kathleen  Fyffe 

Director 

Health  Insurance 

Association  of  America 

1025  Connecticut  Avenue 

NW 

Washington,  D.C. 

20036-3998 

Lois  Gargotto 

Director 

Columbia  Healthcare 

Corporation 

708  West  Magazine  Street, 

4-515  Bldg 

LouisvUle,KY  40201-7434 

Joel  Gimpel 

Associate  General  Counsel 

Blue  Cross  and  Blue  Shield 

Association 

676  N.  St.  Clair  Street 

Chicago,  IL  60611 

Debra  Hopkinson 

Senior  Consultant 

Aetna  Life  Insurance 

Cornpany 

151  Farmington  Avenue 

Hariford,CT  06156 


Lynn  Jensen,  Ph.D. 

Vice  President 

Health  Policy  American 

Medical  Association 

515  N.  State  Street,  13  Roor 

Chicago,  IL  60610 

Lisa  Lechowicz 
Vice  President  and  Director 
Mutual  of  Omaha 
Mutual  of  Omaha  Plaza  S2 
Omaha,  NE  68175 

Jeff  Sanders 

Assistant  Vice  President 

PCS  Health  Systems,  Inc. 
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Bob  Schaich 

Independent  Consultant 
5609  Hillsborough  Drive 
Piano,  TX  75093 

Barbara  Souder,  Ph.D. 
Division  Vice  President 
Managed  Care  and 
Employee 

Benefits  Operation 
The  Travelers  Insurance 
Company 

1  Tower  Square,  6MS 
Hartford,  CT  06183 


Brenda  Winters 
Director 

American  Health 
Information 

Management  Association 
101  E.  Ontario 
Chicago,  IL  60611 


WEDI  Staff  Members 


Ann  BehUng 

Blue  Cross  and  Blue  Shield 

Association 

676  N.  St.  Clair  Street 

Chicago,  IL  60611 

James  Christie 

ITS  Managing  Director 

Blue  Cross  and  Blue  Shield 

Association 

676  N.  St.  Clair,  15  Floor 

Street 

Chicago,  IL  60611 

Frank  O'Roark 

Blue  Cross  and  Blue  Shield 

Association 

676  N.  St.  Clair,  15  noor 

Street 

Chicago,  IL  60611 


Dolores  Skladnowski 

The  Travelers  Insurance 

Company 

1  Tower  Square,  5RS2 

Hartford,  CT  06183 

Barbara  Souder,  Ph.D. 
Division  Vice  President 
Managed  Care  and 
Enaployee 

Benefits  Operation 
The  Travelers  Insurance 
Company 

1  Tower  Square,  6MS 
Hartford,  CT  06183 
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Standards  Implementation  and  Uniform  Data  Content 
Co-Chairs 

Debra  C.  Hopkinson 

Aetna  Life  Insurance  Company 

Lynn  E.  Jensen 

American  Medical  Association 

Steven  S.  Lazarus 

Medical  Group  Management  Association 

Members 


Marilyn  Abramovitz 
Health  Care  Financing 
Administration  -  Meoicaid 
Bureau 

Margaret  Amatavakul 
Computer-baserf  Patient 
Record  Institute 

George  Arges 
American  Hospital 
Association 

Alicia  Bergmann 
PacifiCare  Health  Systems 

Barry  W.  Blanchard 
EDS 

Steven  K.  Boyd 
UNCARE 

Charles  Burt 
CYBERTEK  Corporation 

Sherry  M.  Connors 
Group  Health  Northwest 

Jean  Corley 
3M  Health  Care 

Mark  Dutton 

Public  Health  Information 

Services 


Rita  C.  Flynn 
MetPath,  Inc. 

Stephen  Frayne 
Connecticut  Hospital 
Association 

Michael  J.  Gaskey 
Golden  Rule  Insurance 

Mary  Gay 

American  Family  Insurance 

Norm  Gould 
Beverly  Enterprises 

Dennis  Hodges 

Group  Healtn  Association  of 

America 

Deborah  Jenkins 

The  American  Society  for 

Automation  in  Pharmacy 

Peter  M.  Kazon 
O'Connor  &  Hannan 

Charlene  Leggieri 

U.S.  Bureau  of  the  Census 

Michael  P.  Lewis 

Loyola  Medical  Practice  Plan 
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Dale  H.  Lindemann 
EDS 

Robert  D.  Ludano 
Harvard  Community 
Health  Plan 


Abdul-Malik  Shakir 
Kaiser  Foundation  Health 
Plan,  Inc. 

Michael  Short 
IBM 


Edward  Matthew 

New  York  Life  Insurance 

Company 

Karen  McNeal 

GE  Information  Services 

Alan  Messer 

National  Association  of 

Home  Care 


Steve  Shoaf 

Family  Health  Program 

Dennis  Sirosky 

Health  AlUance  Plan  of  MI 

Michael  F.  Smith 
Banc  One  Services 
Corporation 


Patricia  Monahan 

Blue  Cross  and  Blue  Shield  of 

Rhode  Island 

Jean  Petersen  Narcisi 
American  Dental  Association 

Frank  O'Roark 

Blue  Cross  and  Blue  Shield 

Association 

Bob  Owens 

Premier  Hospitals  AlUance 

Donna  M.  Padnos 

Rush  Presbyterian  St.  Luke's 

Medical  Center 

Don  Petry 
NEIC 


Jeff  Spears 

IBAX  Healthcare  Systems 

Robert  Spencer 

International  Association  of 

Industrial 

Accident  Boards  and 

Commissions 

Erik  Sze 

Fortis  Benefits  Ins.  Company 

James  S.  Tripp 
Health  Economics  and 
Market 
Analysis 

Lynne  W.  Truesdale 

Blue  Cross  and  Blue  Shield  of 

Florida 


Barbara  Redding 

Health  Care  Financing 

Administration/BPO/OPOP 

Douglas  Renshaw 
Pennsylvania  Blue  Shield 

Joseph  Rosmann 
Joseph  Rosmann  Health 
Industry 
Consulting,  Inc. 

Jerome  Seidenfeld 
American  Medical 
Association 


Robert  A.  Wacloff 
Health  Technology 
Management,  Inc. 

C.  Peter  Waegemann 
Medical  Records  Institute 

Amy  R.  Walters 
MetLife 

Sheryl  Weiss 

MD  Business  Solutions 

Kepa  Zubeldia 
Medical  Electronic  Data 
Exchange 
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Implementation  Guide  Subcommittee 
Debra  C.  Hopkinson, 
Co-Chair 

Aetna  Life  Insurance 
Company 

Lynn  E.  Jensen,  Co-Chair 
American  Medical 
Association 

George  Arges 
Amencan  Hospital 
Association 

Gary  Beatty 

Employers  Health  Insurance 

Alicia  Bergmann 
PacifiCare  Health  Systems 

Steve  Gaylor 
Texas  Instruments 

Deborah  Jenkins 
American  Society  for 
Automation  in  Pharmacy 


Attachments  Subcommittee 

Kathleen  Fyffe,  Co-Chair 
Health  Insurance 
Association  of 
America 

Victor  J.  Arnold,  Co-Chair 
The  Stanford  University 
Clinic 

Marilyn  Abramovitz 
Healtn  Care  Financing 
Administration  -  MecUcaid 
Bureau 

George  Arges 
Amencan  Hospital 
Association 

Jack  Brouwer 

Beacon  Emergency  Medicine 

Practice  Management 

Larrie  Dawkins 

Wake  Forest  University 


Ronald  P.  Jordan,  R.Ph. 
Drug  Benefit  Management 
Systems,  Inc. 

Paul  Montgomery 

Blue  Cross  and  Blue  Shield 

of  Kansas 

Jean  Narcisi 

American  Dental  Association 

Frank  O'Roark 

Blue  Cross  and  Blue  Shield 

Association 

Bob  Poiesz 
Pennsylvania  Blue  Shield 

Dave  Schinderle 

St.  Joseph  Health  System 

Stewart  Streimer 
Health  Care  Financing 
Administration 

Dianne  Willard 
American  Medical 
Association 


Ilona  Doyle 

Phoenix  Baptist  Hospital 

Howard  Entman 
Methodist  Hospital  -  Central 

Gina  Grage 
Mayo  Clinic 

Dennis  Hodges 

Group  Healtn  Association  of 

America 

PriscUla  Lopez 
MD  Advocate 

Karen  Svoboda 
Mutual  of  Omaha 

Herman  Strahan 

Blue  Cross  and  Blue  Shield 

Association 

Stewart  Streimer 
Health  Care  Financing 
Administration 
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Network  Architecture  and  Accrediation 
Co- Chairs 

Joseph  Bigley 

Cooperative  Healthcare  Networks,  Inc. 

Jeff  Sanders 

PCS  Health  Systems,  Inc. 


Members 

Joseph  Amoroso 
Wellmark 

Denny  Blaszczynsk 
Advantis 

Robert  K.  Bomeman 
Coof>erative  Healthcare 
Networks,  Inc. 

J.  Stuart  Borders 
Intergroup 

Dan  Clem 
EDS 

Harry  Coster 
Methfe 

Sara  Croce 

TDS  Healthcare  Systems 

John  William  DeClaris 
Rush  Medical  Center 


Kathryn  Dokas 
NACAP 

Allan  Einboden 
Intergroup 

Dave  Fee 
3MHIS 


Steve  Feia 

American  Family  Insurance 

Ray  Gallagher 

MD  Business  Solutions 


Sid  Hoosein 
Bellcore 

Tom  Kinser 
Millennium 

Sue  Lambert 
AHIMA 

Brad  Larrick 
HNV 

Gil  Long 

Blue  Cross  and  Blue  Shield  of 

North  Carolina 

Scott  Maughan 
FHP  Healthcare 

George  Moran 
Advantis 

Bob  Nardello 
U.S.  Healthcare 

BQl  Nowacki 
AMA 
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Marge  Olsen  Sheila  Schweitzer 

Time  Insurance  Medical  Management 

Jack  Owen  Morteza  Semnani 

IVANS  SLl 

Hank  Pedigo  Steve  Shoaf 

Blue  Cross  and  Blue  Shield  FHP 

ofVirginia/HCS 

Joe  Sullivan 
Barbara  Redding  NTEIC 

Health  Care  Financing 
Administration  Karl  Zimmerman 

Aetna  Life  Insurance 
John  Rower  Company 

Blue  Cross  and  Blue  Shield 
ofVirginia/HCS  Kepa  Zubeldia 

Medical  Electronic 
Robert  Schultz  Data  Exchange 

Blue  Cross  and  Blue  Shield 
Association 
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Confidentiality  and  Legal  Issues 


Co-Chairs 

Marjorie  Carey,  Esq. 
American  Hospital 
Association 

Joel  E.  Gimpel,  Esq. 

Blue  Cross  and  Blue  Shield 

Association 

Members 

Bente  E.  Cooney 

National  Committee  to 

Preserve 

Social  Security  and  Medicare 

Russ  Fairbanks,  Esq. 
Electronic  Data  Systems 

Jerry  Kurtyka 
Bank  One 

Hilary  Lewis,  Esq. 
American  Medical 
Association 

Jim  On- 
Blue  Cross  of  California 

Hank  Palacios 
Bureau  of  Census 

Tim  Ryan,  Esq. 

The  Travelers  Insurance 

Company 

Michelle  Thome,  Esq. 
American  Dental  Association 
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Unique  Identifiers  for  the  Health  Care  Industry 
Co- Chairs 

Debra  Beals 

Health  Care  Financing  Administration 

Ann  Behling 

Blue  Cross  and  Blue  Shield  Association 

Members 


Provider  Identification  Number  Subcommittee 

David  Miller 
(Subcommittee  Leader) 
The  Travelers  Insurance 
Company 

James  Balija 
American  Osteopathic 
Association 

Robert  Beckley 
PDX,  hie. 

Steven  Brink 

American  Dental  Association 


Mary  Ann  Eiler 
American  Medical 
Association 

Robert  Hankin 

Health  Industry  Business 

Communications  Council 

Kate  Hicks 
Humana,  Inc. 

Bruce  Horn 

Blue  Cross  and  Blue  Shield 

of  Indiana 


Norbert  Budde 
American  Medical 
Association 

William  Campbell 
Golden  Rule  Insurance 
Company 

Lorene  Cherry 

Blue  Cross  and  Blue  Shield 

of  Illinois 

Steven  Clements 
Resource  Information 
Management  Systems 


Ronald  P.  Jordan,  R.Ph. 
Drug  Benefit  Management 
Systems,  Inc. 

Kevin  Kenward 
American  Medical 
Association 

Robert  NoweU 

The  Travelers  Insurance 

Company 

Charles  Ruffin 

Blue  Cross  and  Blue  Shield 

of  Kansas  City 
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Charles  Rumfelt 

The  Travelers  Insurance 

Company 

David  Sackett 
Medco  Containment 
Services,  Inc. 


Bernard  Tauber 
Data  Niche  Associates 

John  Zeitler 

Metropolitan  Life  Insurance 

Company 


Herman  Strahan 

Blue  Cross  and  Blue  Shield 

of  Illinois 


Patient  Identification  Number  Subcommittee 

Dale  Gaf  fancy 
(Subcommittee  Leader) 
Fairview  Hospital 

Chuck  Baumer 
Electronic  Data  Systems 

Norma  Border 
National  Association  of 
Claims  Assistance 
Professionals 

Ward  Davis 
Veritec,  Inc. 

Laura  Feste 
American  Health 
Information  Management 
Association 


Cheryl  Homan 
American  Health 
Information  Management 
Association 

Dorothy  Kielkopf 
Health  Care  Financing 
Administration 

James  Thomas 

Blue  Cross  and  Blue  Shield 

of  Alabama 


Payor  and  Employer  Identification  Numbers  Subcommittee 

Lee  Barrett  Randy  Falkenrath 

(Subcommittee  Leader)  CD.  Searle  Corporation 

ASCX12 

Roy  Foltz 

Health  Care  Financing 

Administration 


Frank  Ammerman 
(Subcommittee  Co- Leader) 
Blue  Cross  and  Blue  Shield 
Association 

Richard  Bath 
Mutual  of  Omaha 

Christina  Carpenter 
Health  Care  Financing 
Administration 


Jean  Krai 

Health  Care  Financing 

Administration 

John  Lynch 
Connecticut  Hospital 
Association 
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Education  and  Publicity 
Co- Chairs 

Leslie  Ann  Fox 

American  Health  Information  Management  Association 

Brenda  Winters 

American  Health  Information  Management  Association 


Members 


Mary  Rose  Jones 

Harris  Methodist  Health  Plan 

Candy  Donovan 
Connemare  Solutions 

Rachel  Foerster 
Consultant 

Deborah  Fritz 

Bhie  Cross  and  Blue  Shield 

of  Michigan 

Jeff  Kessler 

EDI  Partners,  Ltd. 

John  W.  Matthews 
Mellon  Bank 

Katherine  G.  Mazzuckelli 
TDS  Healthcare  Systems 
Corporation 

Karen  Pace 

National  Association  for 

Home  Care 

Dave  Bristle 
Consultant 

Lisa  Paige 
American  Health 
Information  Management 
Association 


Pamela  W.  Postlewaite 
Consultant 

Robert  A.  Wacloff 
Health  Technology 
Management,  Inc. 

Elizabeth  White,  RRA,  CTR 
Medical  Registry  Services,  Inc. 

Nadine  M.  Zabierek 

Blue  Cross  and  Blue  Shield 

of  Illinois 

Ron  Snodgrass 
Graystone  EDI  Tech 

Don  Baker 

Boise  Cascade  Office 

Products 

William  Hopkins 
State  Farm  Insurance 
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Health  Identifiction  Cards 
Co-Chairs 

Joel  Ackerman 

United  HealthCare  Corporation 

Peter  T.  Barry 

Peter  T.  Barry  Company 

Members 

Lee  Barrett 
ASCX12 

Greg  Bowman,  CPA 
CICfNA 

Basil  Broomberg 
Smart  Cards  U.S.A.,  Inc. 

Edward  F.  Cass 

Mutual  of  Omaha  Insurance  Co. 

Dave  Fee 

Health  Information  Systems 

Kathleen  H.  Fyffe 

Health  Insurance  Association 

of  America 

A.  J.  L'Haridon 

Blue  Cross  and  Blue  Shield 

Lisa  Haas 
Advantis 

Janet  Hill 

Advanced  Technology  Group 

Scott  E.  Hoag 
EDS 

Jonathan  D.  Katz 
Benton  International 

Tom  Keane 

Blue  Cross  and  Blue  Shield  of 

Florida 

Kenneth  L.  Kurth 
Mayo  Clinic 

James  Lewis  HI 
Veritec 


John  H.  Lorant,  Ph.D. 
American  Medical 
Association 

William  E.  Lyons 
Banc  One  Services 
Corporation 

Greg  Mace 

Blue  Cross  and  Blue  Shield  of 

Illinois 

Jennine  Notestine 

The  Travelers  Insurance 

Company 

Ashok  D.  Parikh 
Comprehensive  Health 
Services 

Linda  Parr 

Dept.  of  Health  Services 

State  of  California 

Mr.  Joseph  Pinckney 
Aetna  Life  Insurance 
Company 

Naomi  Rapport 
Health  Care  Financing 
Administration 

Christy  Roberts,  RRA 

AHIVIA 

Mark  Schelesinger 
PCS,  Inc. 

Joseph  S.  Smith 

Blue  Cross  and  Blue  Shield  of 

Arkansas 
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Joyce  S.  Smith 
Mjami  Valley  Hospital 

David  A.  Stark 

The  Stark  Consulting  Group 

Daniel  E.  Twing,  CMA 
EFT  Services 

Robert  A.  Wacloff,  Ph.D. 
Health  Technology  Management 

C.  Peter  Waegemann 
Medical  Records  Institute 


Debra  Woodcock 
Norwest  Card  Services 
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Short-Term  Strategies 
Chair 

Lisa  Lechowicz 
Mutual  of  Omaha 

TAG  Leader 

Marge  Brown 

Aetna  Life  Insurance  Company 


Members 

Robin  Denunzio 
Aetna  Life  Insurance 
Company  - 

Rose  Dunn 
AHIMA/ First  Class 
Solutions 

Marye  Feldhan 

American  Dental  Association 

Mike  Giel 
CHN 

David  Harris 

Blue  Cross  and  Blue  Shield  of 

New  Mexico 

John  Hoben 

First  Consulting  Group 

Terry  Hsu 

Premier  Hospitals  Alliance 

Randy  Hutchinson 
Tiber  Group 

Christy  Johnson 
EDS 

Kathleen  Kennedy 
Envoy  Corporation 


Mary  LaRoche 
Corporation  for  Open 
Systems 

Bum  Lee 
Acxiom 

Jeffrey  Luma 
Prudential 

Marti  Mahaffey 
AdminaStar  Federal,  Inc. 

Rick  Mehrlich 
Systems  Plus,  Inc. 

Ron  Nophsker 
ProMed 

David  Otto 
Systems  Plus,  Inc. 

Andy  Ousterhout 

GE  Information  Systems 

Scott  Price 
AMSI 

Edward  Reinfurt 
New  York  State,  Inc. 
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Jon  Reynolds  Paul  Schmidt 

Vortac  Health  Network  Ventures 

John  Romer  Beverly  Thompson 

Blue  Cross  and  Blue  Shield  Kaiser  Permanente 
of  Virginia 

Maureen  Ward 

James  Rose  United  Health  Care/ 

NEIC  Share  Health  Plan 
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Slate/Federal  Role 
Co-Chairs 

Mary  Adelman 

Self-Insurance  Institute  of  America,  Inc. 

Barbara  Souder,  Ph.D. 

The  Travelers  Insurance  Company 


Members 


Rebecca  Cowline 
EDS  ^ 


Lee  Ledbetter 
SMS 


Sara  Croce 

Health  Care  Systems 

Corporation 

Lou  Eddins 
Millennium  Health  Care 

Peter  Fitzgerald 
American  Health  Care 
Association 

Sue  Frey 

U.S.  Healthcare 

Ed  Golden 

American  Business  Center 

Henry  Heffeman 
EDPNS 

Mary  Grossman 
Wisconsin  Insurance 
Commission 


Kathryn  Lowell 
California  Statewide  Health 
Planning  Office 

Morris  ("Mike")  Melloy 
National  Association  of 
Insurance  Commissioners 

Sandra  Raff,  M.D. 

Raff  Health  Care  Industry 

Consulting 

Ed  Reinfert 

N.Y.  State  Business  Group 

Jeanne  Scott 
CIS  Technologies 

Ilene  Skeen 
Group  Health,  Inc. 

Linda  Stavenger 
Fairview  (Minnesota) 


Sue  Lanza 

Aetna  Life  Insurance 

Company 


Ann  Vail 

American  Medical 
Association 


U- 
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Financial  Implications 
Chair 

Bob  Schaich 
Independent  Consultant 


Members 

Gene  Carruth 

Blue  Cross  and  Blue  Shield 

of  Arizona 

Anita  Chawla 
American  Medical 
Association 

Michael  Chmura 
EDS 

Sara  Cof  fou 
Advantis 

David  Emmons 
American  Mediccd 
Association 

Richard  Kadas 
IMG 

Bill  Keister 

The  Travelers  Insurance 

Company 

Jane  Lach 
American  Health 
Information  Management 
Association 


Brad  Logan 
PhyMecf 

Larry  Miller 

Blue  Cross  and  Blue  Shield 

of  Georgia 

My  Lien  Nguyen 
Aetna  Life  Insurance 
Company 

Dan  Nutkis 
Praxis 

Bob  Owens 

Premier  Hospital  AUicince 

Barbara  Redding 
Health  Care  Financing 
Administration 

Charlie  Reynolds 

University  of  Virginia 
Health  Services  Foundation 
(MGMA) 

Elizabeth  West 

TDS  Healthcare  Systems 
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Coordination  of  Benefits 

Chair 

Lois  Gargotto 

Columbia  Healthcare  Corporation 

Co- Chair 

Chris  Darrall 

Columbia  Healthcare  Corporation 

Members 


Robert  Adderton 
AdvaCare,  Inc. 

Dave  Bartholet 
Fairview  Hospital/ 
Healthcare  Services 

Marge  Ciechanowski 
Time  Insurance/Fortis 
Benefits 

Mary  Anne  Durham 
HCFA  BPO  OMBA 


Jim  Lee 

Blue  Cross  and  Blue  Shield 

Association 

Susan  Letoumeau 

Blue  Cross  and  Blue  Shield 

of  Minnesota 

Roger  Primeau 

James  Robinson 
HMA 


Jim  Farley 

J.P.  Farley  Corp. 

Oren  Hermel 
Wausau  Insurance 

Rita  Hoffmann 

American  Dental  Association 

Jo  Ann  Jackson 
EDS 

Bill  Kirkpatrick 
MetLife 


Tom  Shiebler 

Blue  Cross  of  California 

Ron  Smetana 
HCFA  MB  OMM 

Chris  Stahlecker 

Empire  Blue  Cross  and  Blue 

Shield 
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Health  Care  Fraud  Prevention  and  Detection 


Chair 


Kathleen  H.  Fyffe 

Health  Insurance  Association  of  America 


Members 


R.  James  Guzzi 
CFE 

Bob  Prezioso 

Knowledge  Based  Technologies 

National  Health  Care  Anti-Fraud  Association 
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PREPARED  STATEMENT  OF  DAVID  TRAUX 

Good  Morning,  Chairman  Lieberman  and  members  of  the  Subcommittee.  I  am 
David  Truax,  Executive  Director  of  the  Office  of  Information  Management  for  the 
Maryland  Department  of  Human  Resources  (DHR).  I  am  pleased  to  be  here  today 
to  give  testimony  on  the  Maryland  Electronic  Benefits  Transfer  (EBT)  System. 

Maryland  began  to  seriously  pursue  EBT  as  an  issuance  alternative  in  the  sum- 
mer of  1988.  Because  of  the  potential  for  cost  savings  and  improved  client  services, 
the  Office  of  Information  Management  (OIM)  developed  a  plan  for  a  statewide  EBT 
system,  and  issued  a  Request  for  Proposal  (RFP)  later  that  year.  In  Maryland,  the 
design  and  development,  and  operations  of  the  system  are  contracted  out  to  an  out- 
side vendor.  The  Maryland  RFP  and  contractual  agreement  requires  the  vendor  to 
be  responsible  for  system  processing,  maintaining  the  database,  installation  of  all 
equipment,  merchant  interface,  and  settlement. 

In  November,  1989,  an  EBT  pilot  project  was  initiated  in  the  Park  Circle  District 
of  Baltimore  City.  In  our  system,  we  use  debit  card  technology,  and  we  call  our  card 
the  Independence  Card.  Our  pilot  project  began  with  the  participation  of  5,000 
households  and  160  merchants.  At  that  time,  Maryland  had  the  first  multiprogram 
EBT  project.  Our  project  includes  households  receiving  Aid-to-Families-with-De- 
pendent-Children  (AFDC),  Food  Stamps,  our  state  funded  public  assistance  pro- 
gram, which  we  call  the  Disability  and  Loan  Program  (DALP)  and  a  small  number 
of  non-public  assistance  child  support  cases.  In  addition,  an  individual  on  AFDC 
who  is  eligible  for  a  child  support  bonus,  also  receives  that  payment  electronically. 

Today,  the  EBT  system  in  Maryland  is  fully  implemented  statewide.  Nearly  100% 
of  all  eligible  recipients,  or  over  165,000  households  in  the  state  receive  their  bene- 
fits electronically.  Approximately  $28,000,000  in  cash  and  $29,000,000  food  stamp 
benefits  are  issued  to  these  recipients  each  month. 

How  THE  System  Works 

The  Independence  Card  allows  a  household  to  access  all  of  their  benefits  on  one 
card.  The  card  can  be  used  only  at  Point-of-Sale,  or  POS  devices  in  USDA  certified 
grocery  stores  for  food  stamp  benefits.  Cash  can  be  obtained  from  any  ATM  on  the 
MOST  network,  or  from  state-approved  POS  devices.  The  card  and  benefits  are  pro- 
tected by  a  client  selected  Personal  Identification  Number  (PIN). 

The  Maryland  EBT  system  offers  recipients  a  24-hour  toll-free  Audio  Response 
Unit  number  that  can  be  used  to  get  balance  information;  and  24-Hour  Customer 
Service  access  to  report  lost  or  stolen  cards,  or  other  system  problems.  Each  time 
the  client  uses  the  card,  they  get  a  receipt  printed  with  their  oalance  information. 

EBT  does  not  significantly  change  how  our  local  offices  screen  recipients,  or  find 
them  eligible  for  benefits.  The  basis  of  our  system  is  an  interface  between  our  De- 
partment's eligibility  database  and  the  EBT  database  maintained  by  our  vendor. 
Each  night  we  transmit  a  file  to  them  containing  our  authorizations  for  the  day. 
The  data  is  applied  to  their  mainframe,  and  by  9:00  A.M.  the  following  morning 
benefits  are  available  to  our  clients.  A  similar  scenario  is  repeated  for  monthly  bene- 
fits. Monthly  benefits  are  available  at  9:00  A.M.  each  month  on  the  same  date.  We 
stagger  the  issuance  of  our  monthly  benefits,  however.  Cash  benefits  are  staggered 
over  three  days,  and  food  benefits  are  staggered  over  a  subsequent  three  days.  Pub- 
lic Assistance  and  Child  Support  recipients  that  have  bank  accounts  are  given  an 
option  to  receive  their  benefits  through  direct  daposit. 

Settlement 

Each  night,  the  EBT  vendor  batches  the  day's  transactional  data,  and  forwards 
it  to  their  concentrator  bank,  who  in  turn  generates  a  file  that  goes  through  the 
Automated  Clearing  House  (ACH)  process  at  the  Federal  Reserve.  This  enables  the 
ATM  network,  and  the  merchants  to  receive  next  day  credit  for  the  previous  day's 
cash  transactions.  Also  on  a  daily  basis,  DHR  does  a  wire  funds  transfer  to  the  ven- 
dor's concentrator  bank  as  reimbursement  for  EBT  cash  activity.  Through  a  process 
called  Smartlink,  the  vendor  is  directly  reimbursed  by  USDA  for  food  stamp  trans- 
actions. 

Benefits  of  EBT 

Preliminary  evaluations  of  our  project  show  that  both  recipients  and  merchants 
overwhelmingly  prefer  EBT  to  paper  issuance,  particularly  in  the  food  stamp  pro- 
gram. Our  clients  have  identified  a  number  of  reasons  for  preferring  EBT: 

•  they  don't  have  to  wait  for  mail  service,  nor  are  they  at  risk  of  having  their 
benefits  lost  or  stolen  in  the  mail; 
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•  benefits  are  automatically  made  available  to  them  at  the  same  time  each 
month; 

•  the  benefits  are  safely  held,  without  worry  about  theft  or  loss,  until  the  benefits 
are  needed; 

•  recipients  can  manage  their  benefits  in  a  manner  similar  to  those  with  bank 
accounts; 

•  recipients  don't  have  to  pay  check  cashing  fees; 

•  it  makes  food  stamp  redemption  and  shopping  a  one-step  process.  In  some  local 
offices,  theft  of  coupons  in  tne  mail  forced  many  recipients  to  be  in  issuance  sys- 
tems that  required  them  to  make  monthly  trips  to  the  local  office  or  to  coupon 
redemption  sites. 

Additionally,  the  Department  was  gratified  and  surprised  to  learn  that  many  re- 
cipients felt  that  EBT  took  away  the  stigma  of  using  food  stamps,  and  introduced 
them  to  a  technology  that  they  could  use  once  they  no  longer  were  on  welfare. 

Merchants  also  prefer  EBT  over  coupons  because  it  reduces  staff  time  in  handling 
the  coupons,  and  they  can  receive  guaranteed,  next  day  credit  in  their  bank  ac- 
counts for  food  stamp  transactions.  Merchants  also  like  that  EBT  eliminates  the 
need  for  them  to  give  change  back;  unlike  the  coupons  system,  all  food  benefits  are 
actually  spent  on  food.  Previously,  some  clients  would  use  the  $1.00  coupon  to  pur- 
chase a  small  item,  and  use  the  change  for  non-food  items,  such  as  cigarettes. 

Statewide  Expansion 

Maryland  received  approval  to  go  statewide  v/ith  its  project  in  September,  1991. 
We  expanded  our  system  in  eight  phases  over  a  period  of  16  months,  from  January, 
1992  through  April,  1993.  At  any  given  time  we  were  adding  between  6,000  and 
22,000  households  per  phase,  depending  upon  the  size  of  the  geographic  area.  Dur- 
ing each  implementation  phase,  the  contractor  and  state  staff  were  engaged  in  ac- 
tivities that  included  client  training  and  card  issuance,  merchant  installation  and 
training,  staff"  training  and  installation  of  personal  computers  in  the  local  office.  We 
held  community  meetings,  and  met  with  merchants,  banks,  welfare  advocates  and 
the  media  to  prepare  them  for  EBT. 

Expansion  Issues 

Early  during  the  pilot  and  during  expansion,  the  technological  feasibility  of  EBT 
was  proven.  Most  or  the  performance  problems  that  we  experienced  during  imple- 
mentation had  to  do  with  the  fact  that  mid-way  through  the  expansion  we  changed 
vendors.  As  a  result,  there  were  several  systems  problems  during  that  transition  pe- 
riod. We  have  now  been  fully  operational  on  EBT  since  May  1993,  and  have  only 
experienced  minor  technical  problems.  In  September,  1993  we  processed  in  excess 
of  2,000,000  client  transactions  on  the  system.  Over  95%  of  those  transactions  were 
processed  in  less  than  15  seconds. 

During  the  implementation,  we  did  find  that  we  needed  to  strengthen  the  rela- 
tionship between  the  food  merchants  and  the  state.  Merchants  were  contractually 
bound  to  our  vendor,  and  historically  had  a  regulatory  relationship  with  USDA. 
Once  EBT  was  implemented,  however,  they  felt  that  the  state  had  a  responsibility 
to  be  their  voice  on  issues  related  to  EBT.  To  that  end,  a  Merchant  Focus  Group 
was  formed  that  has  been  instrumental  in  resolving  issues  that  came  up  during  im- 
plementation. This  group  has  addressed  such  issues  as  when  the  state  v/ill  make 
benefits  available,  reducing  ft-aud,  and  enhancing  the  EBT  POS  software. 

Early  in  the  process  we  also  learned  that  it  was  critical  to  identify  special  popu- 
lations and  ensure  that  they  were  given  all  of  the  tools  necessary  to  deal  with  this 
new  technology.  A  great  deal  of  emphasis  was  placed  on  how  clients  were  trained 
to  use  their  Independence  Cards.  EBT  training,  which  included  hands  on  practice 
with  mock  ATM's  and  POS  devices,  was  mandatory.  We  attempted  to  provicie  inter- 
preters in  areas  were  we  thought  it  was  necessary,  provided  sign  language,  and  en- 
sured accessibility  for  the  handicapped  at  all  training  sites.  For  the  elderly  popu- 
lation, we  used  our  social  workers  when  necessary  to  locate  a  representative  payee 
for  recipients  who  were  unable  to  use  the  card  themselves.  I  feel  that  our  efforts 
in  this  regard  were  overwhelmingly  successful. 

Even  in  the  rural  and  less  populated  areas  of  the  state,  where  we  had  some  con- 
cerns about  the  low  number  of  ATMs,  our  recipients  and  social  services  staff"  give 
praise  to  the  system.  We  found  that  in  rural  areas  our  clients  were  used  to  traveling 
longer  distances  for  many  of  the  services  that  they  used,  so  the  distance  between 
ATMs  was  not  a  negative  factor  for  them. 

The  only  group  that  criticized  the  system  in  any  significant  numbers  were  those 
non-pubic  assistance  child  support  recipients  who  represent  about  4%  of  all  EBT  au- 
thorizations. Since  many  in  this  population  are  employed,  and  receive  their  money 
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through  the  Department  from  a  non-custodial  parent,  they  did  not  like  the  idea  of 
being  associated  with  what  they  considered  a  "welfare  project",  nor  the  inconven- 
ience of  reporting  to  social  services  offices  for  card  issuance.  As  we  continue  to  refine 
our  system  we  will  concentrate  more  on  identifying  our  banked  child  support  recipi- 
ents, and  offering  a  direct  deposit  option  that  is  more  convenient  to  them. 

Other  EBT  Issues 

DHR  believes  that  from  the  standpoint  of  offering  improved  services  to  recipients, 
and  fi"om  the  standpoint  of  technical  feasibility,  our  system  has  exceeded  our  expec- 
tations. The  remaining  issues  from  our  perspective,  center  on  the  cost  effectiveness 
of  the  existing  system,  and  the  effect  Regulation  E,  of  the  Electronic  Funds  Transfer 
Act  may  have  on  our  costs,  if  the  Federal  Reserve  Board  decides  to  apply  Regulation 
E  to  EBT. 

The  overall  evaluation  of  the  Maryland  project  has  been  subcontracted  out  by 
USDA.  It  is  my  understanding  that  their  preliminary  cost  data  will  be  available  by 
the  end  the  calendar  year.  At  that  time  data  will  be  made  available  on  the  cost  ef- 
fectiveness of  the  Maryland  project. 

While  we  are  confident  that  the  cost  analysis  will  show  EBT  can  generate  savings 
to  both  state  and  federal  agencies,  the  potential  liabilities  that  could  be  passed  on 
to  the  state  as  a  result  of  this  regulation  cause  us  grave  concern.  In  an  analysis 
provided  to  the  Board  by  our  Department,  we  projected  that  Regulation  E  could  in- 
crease the  state's  EBT  operating  costs  by  100%.  These  increased  liabilities  could  se- 
riously jeopardize  the  future  of  EBT  nationally,  as  well  as  cause  Maryland  to  re- 
evaluate whether  or  not  it  can  continue  with  the  project. 

Since  we  began  our  pilot,  and  certainly  since  we  completed  our  expansion,  we 
have  hosted  a  number  of  states  who  are  beginning  to  plan  their  own  EBT  system. 
We  believe  that  this  enthusiastic  response  to  Maryland's  success  portends  a  great 
deal  of  EBT  activity  nationwide.  I  thank  the  Subcommittee  for  their  attention  to  my 
testimony,  and  I  welcome  your  questions  at  this  time. 


74-732  0-94-3 
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,^  „   ^      .  ,,    ^»^==.  Carolyn  W.  CoMn 

W,ll,am  Donald  Sohaefer  IMUI^  Secretary 

OFFICE  OF  INFORMATION  MANAGEMENT 


December  13,  1993 


Senator  Joseph  I .  Lieberman 

Chairman 

Subcommittee  on  Regulation 

and  Government  Information 
Washington,  DC   20510-6250 

Dear  Senator  Lieberman: 

I  appreciated  having  the  opportunity  to  testify  before  your 
subcommittee  on  December  2,  1993  regarding  the  Maryland  Electronic 
Benefits  Transfer  (EBT)  System.  As  we  discussed  during  the 
testimony,  the  issue  of  Regulation  E  is  of  grave  importance,  not 
only  for  Maryland,  but  for  the  future  of  EBT  nationwide.  For  that 
reason,  I  am  forwarding  our  May  19,  1993  letter  to  the  Federal 
Reserve  Board,  which  explains,  in  detail,  our  opposition  to  the 
regulation.  The  Department  of  Human  Resources  is  requesting  that 
this  letter  be  formally  included  as  part  of  our  written  testimony. 

Thank  you  for  your  attention  to  this  matter,  and  your  interest 
in  the  Maryland  EBT  project. 

Sincerely, 


f  XM  fW-^-^ 


David  Truax 

Executive  Director 

Office  of  Information  Management 


cc:   Carolyn  W.  Colvin 


MARYLAND  DEPARTMENT  OF  HUMAN  RESOURCES 
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William 'Donald  Schaefer 
Governor 


Carolyn  W.  Colvin 
Secretary 


May    19,    1993 


William  W.  Wiles,  Secrerary 

Board  of  Governors  of  the  Federal  Reserve  Systems 

20th  and  C  Streets 

Washington,  D.C.  20551 


RE:  Docket  No.  R-0796 


Dear  Mr.  Wiles: 


On  behalf  of  the  Maryland  Department  of  Human  Resources 
(DHR)  and  the  State  of  Maryland,  I  appreciate  having  the 
opportunity  to  respond  to  the  Federal  Reserve  Board's  proposal  to 
apply  the  provisions  of  Regulation  E  of  the  Electronic  Funds 
Transfer  Act  of  1978,  to  Electronic  Benefits  Transfer  Systems 
(EBTS).   As  the  first  state  in  the  country  to  implement  a 
statewide  EST  system,  we  believe  that  Maryland's  perspective  with 
the  system  is  unparalleled,  and  that  our  comments  are  drawn  from 
the  broadest  base  of  experience  with  this  new  technology. 
However,  our  position  also  ma.kes  us  the  most  vulnerable  to  the 
potential  impact  of  Regulation  E. 

In  November,  19S9,  DKR  began  a  pilot  of  E3T  with  5,000 
households  in  an  inner-city  neighborhood  in  Baltimore.   EST  was 
envisioned  as  a  more  effective  alternative  to  Maryland's  costly 
paper  issuance  system.    EST  technology  offered  an  opportunity  to 
improve  benefit  delivery  to  our  recipients,  while  potentially 
offering  the  State  and  its  taxpayers  an  improved  issuance  system. 
Maryland  entered  the  E3T  arena  at  a  time  when  the  application  of 
Regulation  E  to  EBT  programs  had  been  deferred  by  the  Federal 
Reserve  Board.   The  Federal  Reserve  Board  did  not  want 
apprehension  about  compliance  with  Regulation  E  to  inhibit  the 
escalating  interest  of  many  states  in  a  multi-program  EBT  system. 
While  deferring  the  decision  did  promote  the  desired  expansion, 
we  now  find  ourselves  at  the  point  where  Regulation  E  could 
seriously  hinder  further  e.xpansion  of  EBT,  and  put  current 
operational  systems  at  risk. 

Today,  over  90%  of  all  public  assistance  and  food  stamp 
recipients  in  Maryland  receive  their  benefits  electronically. 
This  percentage  represents  approximately  140,000  households  whose 
benefit  dollars  total  more  than   550,000,000  each  month.  As  we 
will  present  in  the  following,  our  analysis  of  the  fiscal  impact 
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of  full  coverage  of  these  programs  by  Regulation  E  is  that  it 
(the  impact)  would  be  significant.   These  new  liabilities  would 
all  be  borne  by  Maryland  taxpayers.   And  frankly,  Maryland  is 
reluctant  to  continue  with  a  more  expensive  EBT  system.   Even 
more  disturbing  is  the  possibility  that  our  estimates  of  the 
liabilities  are  conservative,  and  do  not  represent  the  real 
costs . 

Maryland  opposes  adopting  Regulation  E  as  proposed  in  the 
rule  published  on  February  16,  1993.   Instead,  we  endorse  the 
recommendations  of  the  Electronic  Benefit  Transfer  Steeri.ng 
Committee,  which  were  submitted  to  the  Board  on  May  11,  1992. 
Our  supoort  of  the  Steering  Committee  proposal  is  based  on  the 
belief  that  EBT,  unlike  commercial  systems,  is  a  unique 
government  initiative,  in  that  it  offers  greater  benefits  to  our 
recipients,  while  having  the  potential  of  being  the  most  cost 
effective  means  of  providing  these  benefits  in  mandated  programs. 
It  will  also  enhance   public  confidence  in  government's  ability 
to  manage  the  expenditure  of  tax  dollars.   Waste,  fraud  and  abuse 
have  eroded  that  confidence  over  the  years.   By  adopting 
Regulation  E  as  proposed,  we  risk  losing  these  benefits.  The 
fiscal  impact  of  the  Regulation  appears  to  be  far  too  great  a 
risk  for  Maryland  to  absorb. 

It  should  be  noted  uhat  the  recipient  population  of  Maryland 
overwhelmingly  prefers  EBT  z.o   paper  issuance.   In  a  recent 
Treasury  Department  sponsored  round  table  discussion  with 
recipients,  all  preferred  EBT,  and  had  a  number  of  "horror 
stories"  concerning  the  problems  and  fraud  inherent  in  the  paper 
based  system,  especially  as  they  relate  to  the  food  stamp 
program. 

The  Board  has  stated  that  their  aversion  to  creating  a 
second  class  of  citizens  led  to  them  applying  most  Regulation  E 
provisions  to  EBT.   To  the  contrary,   as  a  state  that  has  issued 
benefits  electronically  since  1989,  we  have  seen  our  Independence 
Card  erase  some  of  the  stigma  of  welfare.   Our  recipients  have 
been  introduced  to  a  technology  thar  they  can  use  comfortably  as 
they  move  to  the  working  world.   They  now  take  advantage  of  some 
of  the  opportunities  previously  reserved  for  the  "banked" 
population.   EBT,  has  in  fact,  already  changed  the  perception 
that  the  welfare  recipients  are  treated  like  second  class 
citizens.   Making  EBT  cost  prohibitive  to  states  will  once  more 
widen  the  gap  between  those  who  are  poor  and  those  who  are  not. 

We  will  respond  to  the  request  for  comments  by  presenting 
the  following  information  to  the  Board: 

1)  Brief  background  information  on  the  Maryland  project; 

2)  -An  overall  analysis  of  the  Board's  assumptions  used  in 
pre'paring  the  proposal; 


97 


3)  Data  that  will  support  our  premise  that  the  costs  tDf 
adopting  Regulation  E  will  prove  to  be  prohibitive  for  any 
state  that  practices  sound  fiscal  policies; 

4)  An  overview  of  how  current  error  resolution  procedures 
are  responsive* -to  the  rights  of  recipients;  and 

5)  Responses  to  the  remaining  questions  or  solicitation  for 
comments  in  the  proposed  rule  that  do  not  relate 

specifically  to  error  resolution  or  liabilities. 

BACKGROUND  ON  THE  MA-RYLAND  PROJECT 

On  November  1,  1989,  E3T  was  implemented  in  the  Park  Circle 
district  of  Baltimore  City  serving  approximately  5,000 
households,  through  160  merchants  with  268  Point  of  Sale  (?0S) 
devices.   The  Maryland  project  was  the  first  multi-program 
project  in  the  country,  offering  Food  Stamps,  Aid  to  Families 
with  Dependent  Children  (AFDC) ,  and  the  state  funded  General 
Public  Assistance  program  (GPA).   After  a  lengthy  negotiation 
process  with  the  appropriate  Federal  agencies,  Maryland  received 
approval  to  expand  the  projec::  statewide  in  December,  1991.   The 
expansion  of  the  project  occurred  from  January,  1992  through 
March,  1993.   All  jurisdictions  in  Maryland  now  have  a  mandatory 
EBT  issuance  system  for  Income  Maintenance  programs.   A  "quick 
glance"  at  Maryland's  welfare  caseload  statistics  is  provided  as 
Attachment  I . 

ANALYSIS  OF  ASSUMPTIONS  M.ADE  IN  THE  REGULATION  E  PROPOSAL 

1 .   Differences  between  financial  institutions  and  aovernnent. 

We  continue  to  believe  that  the  inherent  differences  between 
financial  institutions  and  government  agencies  make  the 
application  of  Regulation  E  to  EST  a  far  riskier  proposition  for 
states  than  for  banks.   Banks  have  the  capability  of  screening 
their  customers,  and  accepting  those  that  meet  their  qualifying 
standards  with  respect  to  their  financial  history  and  the  level 
of  risk  that  accompanies  them  as  customers.   Welfare  agencies 
cannot  make  similar  choices. 

Costs  incurred  by  banks  under  Regulation  E's  liability 
provisions  cannot  be  compared  to  costs  that  would  be  incurred  by 
states,  without  objective  analysis  of  the  risk  factors  involved. 

In  the  simplest  sense,  it  can  be  argued  that  banks  do  not 
have  costs  but  rather  operating  expenses  that  they  can  offset  by 
making  adjustments  to  their  revenue  streams.  They  may  also  reduce 
costs  by  terminating  relationships  with  undesirable  or  expensive 
to  maintain  clients.   States,  on  the  other  hand,  do  not  have 
these  options  since  they  cannot  select  their  clients,  do  not 
operate  in  a  profit  mode,  or  have  anything  other  than 
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appropriated  tax  revenues  to  fund  their  operations.  It  cannot, 
therefore,  be  assumed  that  the  experiences  of  banks  in  the  area 
of  claims  under  Reg  E  will  be  mirrored  in  an  EBT  environment. 

2 .  Cost  Neutrality  ," 

•"■ 
There  appears  to  be  some  assumption  by  the  Board  that  EBT 
issuance  systems  should  cost  significantly  less  than  paper  based 
systems   and  that  the  savings  generated  by  converting  to  EBT  can 
be  used  to  offset  liability  costs.   This  is  not  the  case  in 
Maryland.   Congress  has  made  cost  neutrality  a  requirement  for 
EBT;  however  with  the  costs  that  we  will  present  in  this 
response,  it  becomes  obvious  chat  the  liabilities  and 
administrative  costs  involved  in  implementing  Reg  E  will  ma.ke 
cost  neutrality  impossible. 

3 .  Regulation  E  will  keen  the  ooor  from  being  treated  like 
second  class  citizens. 

A  principal  factor  in  the  decision  to  apply  Regulation  E  was 
the  concept  of  treating  poor  people  the  same  way  as  those  who 
have  established  their  own  bank  accounts  are  treated.   While  at 
the  conceptual  level  this  appears  to  be  a  good  idea,  in  reality, 
however,  risking  the  ability  to  issue  benefits  under  EBT  makes  an 
already  inequitable  situation  worse  by  jeopardizing  the 
continuation  of  a  system  that  has  brought  many  advantages  to  zhe 
majority  of  the  population  it  serves.   In  addition,  considera-ion 
should  be  given  to  the  consumer  protection  in  EBT  systems  thai: 
would  be  lost  if  full  Regulation  E  coverage  is  applied. 

In  Maryland  we  believe  that  we  have  achieved  the  critical 
balance  between  rights  and  responsibilities  in  the  administration 
of  our  benefit  programs.   In  our  EBT  system,  recipients  have 
responsibilities  that  go  along  with  the  receipt  of  entitlement 
benefits.   These  include  using  the  information  provided  ar 
training,  and  acting  responsibly  by  protecting  their  Personal 
Identification  Number  (PIN)  against  negligent  use.   Contrary  to 
being  treated  like  second  class  citizens,  our  clients  are  given 
special  treatment  in  the  form  of  intensive  training  classes  prior 
to  card  issuance.  This  is  not  provided  to  population  at  large 
that  use  debit  cards.   This  special  training  is  an 
acknowledgement  of  a  lack  of  familiarity  with  the  technology 
among  our  recipients.   Because  we  provide  the  information 
necessary  to  secure  the  PIN,  we  are  comfortable  in  holding  our 
recipients  accountable  in  their  use  of  the  EBT  system  to  access 
their  benefits. 
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4.  Regulation  E  and  the  Cash  Management  Improvement  Act  CCMIA1 

Under  Federal  law,  once  benefits  are  issued  to  the  client,  e 
state  welfare  agency  may  not  retrieve,  adjust  or  access  those 
benefits  in  any  way.   The  funds  are  the  sole  property  of  the 
client. 

Federal  agencies  have  required  an  application  of  the  Cash 
Management  Improvement  Act  (CMIA)  to  EBT  systems  that  does  not 
allow  states  to  access  the  federal  share  of  the  benefits  until 
those  benefits  are  actually  used  by  the  client.   Under  this 
interpretation,  no  expenditure  of  funds  exists  until  the  client 
accesses  the  authorization,  and  then  only  for  the  amount  of  the 
benefit  used. 

The  application  of  Regulation  E  mandates  that  in  that 
interim  period  in  which  the  client  has  control  of  the  funds  but 
no  withdrawals  have  bee.n  processed,  and  the  funds,  have  not  been 
provided  by  the  federal  agencies,  that  the  state  must  accept  the 
liability  for  unauthorized  transactions  against  the 
authorization.   Clearly  the  state  has  no  authority  over  the 
client's  funds,  and  does  not  gain  any  benefit  of  access  to 
federal  cash,  but  must  accept  liability  for  unauthorized 
transactions . 

This  aspect  of  the  application  of  Regulation  E,  acts  as  one 
more  impediment  that  will  serve  to  hinder  the  continuation  or 
implementation  of  EBT  projects  and  poses  an  addition  questio.n 
regarding  the  equity  between  the  federal  and  state  parties. 


LIABILITIES  UNDER  THE  REGULATION  E 

Of  utmost  concern  to  Maryland  is  the  provision  of  Regulation 
E  establishing  limited  liability  for  recipients  whose  EBT  cards 
are  lost  or  stolen  and  used  without  their  permission.   .As 
Maryland  understands  this  provision,  it  would  create  situations 
in  which  benefits  would  be  replaced  based  principally  on  the 
declaration  of  recipients  that  the  theft  or  loss  and 
unauthorized  access  to  their  accounts  took  place.   While  we  are 
aware  that  states  have  the  opportunity  to  investigate  reported 
instances  of  unauthorized  use,  we  sincerely  question  the 
existence  of  a  real  ability  to  do  so.   Information  provided  by 
bank  sources  and  confirmed  by  staff  of  the  Maryland  State 
Treasurer's  office  indicates  that  one  of  the  largest  banks  in 
Maryland  does  not  use  cameras  at  their  ATM,s  and  that  another 
major  bank  only  has  60%  of  their  ATH's  equipped  with  cameras. 
Careful  consideration  of  the  impacts  of  many  ATM  machines  not 
being  equipped  with  cameras,   and  the  fact  that  virtually  no  PCS 
devices  are  so  equipped,  quickly  makes  it  apparent  that  true 
investigation  abilities  are  severely  restricted. 
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We  have  serious  concern  about  the  consequences  of  such  an 
"easy"  declaration  system,  as  this  relates  to  potential  fraud. 
The  precarious  situations  in  which  our  recipients  find  themselves 
would  make  Regulation  E  provisions  for  liability  a  tempting 
proposition  for  households  desperate  to  survive  from  month  to 
month.   In  a  recent  USDA  Office  of  the  Inspector  General  analysis 
of  Maryland  food  stamp  transactions,  it  was  estimated  that 
approximately  8%  of  all  food  stamp  benefits  are  sold  monthly  for 
cash.   Clearly,  the  opportunity  to  obtain  additional  funds  by 
selling  their  food  benefits  at  discount  is  seized  by  many  of  our 
recipients.    We  believe  that  this  could  be  an  indication  of  the 
lengths  to  which  some  recipients  may  go  to  augment  their  monthly 
cash  income. 

Even  if  the  application  of  Regulation  E  to  EBT  accounts  vere 
"tightened"  to  require  that  loss,  theft  and  unauthorized  use  cf 
EBT  cards  be  reported  to  the  police,  and  state  agencies  could 
conduct  investigations  into  where,  when  and  how  the  unauthorized 
transactions  took  place,  defrauding  the  system  would  become 
frightfully  easy.   State  agencies  would  find  it  very  difficult 
(and  impossible  in  most  cases)  to  refute  fraudulent  claims. 
Consider  the  following  scenario: 

Cash  and  Food  Stamps  are  issued  to  an  EBT  Account; 

Recipient  debits  both  benefits  to  zero; 

Recipient  reports  card  lost,  the  day  after  the 
transactions ; 

At  the  EBT  card  replacement  site,  recipient  states  that 
EBT  card  was  lost  and  the  transactions  were 
unauthorized,  offers  no  information  about  how  the  loss 
and  transactions  might  have  occurred,  presents  a  police 
report  if  one  is  required  (the  same  declarations  have 
been  made  to  the  police); 

Replacement  of  benefits  is  made,  less  the  $50 
deductible ; 

Investigation  cannot  track  the  "unauthorized" 
transactions  to  the  client  because;  1)  transaction  was 
made  at  an  ATM  without  a  camera  or  with  a  non- 
functional camera;  2)  transaction  was  done  at  a  POS 
machine;  or:   3)  investigation  reveals  that  transaction 
was  done  by  someone  other  than  the  client:  in  the  case 
of  fraud,  an  accomplice. 

This  potential  for  fraud  presents  new  fiscal  liability  for 
states.   Liability  that,  for  the  most  part,  does  not  exist  in 
current  benefit  issuance   systems.   In  the  paper  based  system, 
which  EBT  replaces,  all  cash  benefits  are  transacted  by  check  and 
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most  Food  Stamps  by  the  check-like  Authorized-To-Participate 
(ATP)  card.   In  these  systems,  when  replacements  are  requested 
there  are  ways  to  detect  fraud.   When  both  original  and 
replacement  benefits  are  cashed  or  redeemed,  the  reconciliation 
process  "kicks  out"  both  checks  or  ATP's.   At  this  point,  the 
issuing  agency  has  either  a  case  of  forgery  or  replacement  fraud. 
This  process,  and  the  requirement  for  photo  identification, 
provides  significant  obstacles  for  recipients  who  would  commit 
fraud.   The  losses  to  fraud  in  these  check  and  ATP  systems  in 
Maryland  have  always  been  considered  to  be  relatively  low  and 
while  we  continually  strived  to  reduce  losses,  they  are 
considered  to  be  an  acceptable  cost  of  doing  business. 

Fraud  controls  found  in  the  paper  based  system  are  absent 
from  EBT.   Because  of  the  lack  of  a  reconciliation  process  thar 
provides  certain  information  about  how  benefits  were  accessed, 
Maryland  believes  that  loss  rabies  in  check  and  ATP  issuance 
systems  are  not  comparable  to  what  states  can  expecn  in  EBT 
systems,  under  Regulation  E. 

There  is,  however,  in  Maryland's  history  of  operating  its 
Food  Stamp  program  a  situation  where  the  analogy  can  be  made 
between  documented  loss  due  to  fraudulent  requests  for 
replacement  of  benefits  and  the  potential  for  these  losses  to 
occur  in  EBT  systems,  under  Regulation  E.   This  situation 
occurred  in  the  mid  1980's  in  Maryland's  Baltimore  and  Montgomery 
Counties.   These  suburban  counties  had  traditionally  used  the  US 
Mail  Service  to  issue  Food  Stamps.   The  losses  sustained  in  these 
issuance  systems  were  high  and,  in  hindsight,  Maryland  questioned 
its  decision  to  mail  Food  Stamps  in  environments  where  they  were 
so  vulnerable.   Nonetheless,  working  with  state,  federal,  and 
postal  officials,  local  staff  tried  to  control  the  losses  with 
numerous  corrective  actions.   The  losses  continued  until  the 
counties  had  no  alterna-cive  but  to  abandon  the  mail  issuance 
systems  in  favor  of  an  AT?  system  in  Baltimore  County  and  an 
over-the-counter  system  in  Montgomery  County.   The  analysis  of 
the  mail  loss  problem  in  these  counties  was  that  it  was 
attributable  to  bonh  recipient  fraud  and  theft.   The  estimate  was 
that  50%  of  the  losses  were  a  result  of  recipient  fraud.   This 
was  also  the  experience  in  other  states  with  significant  mail 
losses . 

The  analogy  that  Maryland  makes  between  mail  loss  fraud  and 
potential  EBT  fraud  under  Regulation  E  is  that  replacements  are 
ultimately  based  on  the  declaration  of  the  recipient.   Neither 
system  provides  a  trail  along  which  state  agencies  can  track  both 
the  benefit  and  the  recipient.   In  EBT  systems,  if  the  security 
of  the  PIN  is  breached,  the  agencies  can  no  longer  operate  with 
the  assumption  that  the  use  of  the  PIN  means  that  the  recipient 
has  accessed  the  benefits.   The  recipient  who  untruthfully 
declares  "I  lost  my  card  and  there  have  been  unauthorized 
withdrawals  from  my  accounts"  is  giving  in  to  the  same  temptation 
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to .commit  fraud  as  the  recipient  who,  after  receiving  a  Food 
Stamp  allotment,  declares  "My  Food  Stamps  didn't  come  in  the 
mail,  I  need  a  replacement."   In  either  of  these  situations,  it 
would  not  require  a  great  deal  of  sophistication  to  say  the  right 
thing,  and  ensure  that  there  is  virtually  no  easily  detectable 
evidence  of  the  fraud  left  behind. 

Maryland  proposes,  for  the  Board's  consideration,  that  an 
analysis  of  Food  Stamp  mail  loss,  over  a  significant  period  of 
time  and  with  a  significant  number  of  cases,  will  yield  a  method 
to  project  the  potential  for  EBT  losses  under  Regulation  E.   The 
period  of  time  the  state  struggled  with  mail  losses  in  Baltimore 
and  Montgomery  counties  began  in  1982,  and  ended  in  1986.   These 
two  counties  represent  approximately  20%  of  Maryland's  cash 
assistance  and  Food  Stamps  caseload.   The  mail  loss  statistics 
presented  below  are  the  percentage  of  the  total  benefits  issued 
that  were  lost  to  theft  and  fraud: 

Mail  Loss  Rates 

Baltimore  County  Montgomery  County 

1982  2.0  2.8 

1983  2.15  2.3 

1984  1.5  2 

1985  1.35  2.1 

1986  .5  2 

To  estimate  the  potential  impact  of  Regulation  E  from  these 
statistics  Maryland  makes  the  following  inferences: 

1.  Loss  rates  averaged  approximately  2%  of  the  Food  Stamps 
benefits  issued. 

2.  Fifty  percent  (50%)  of  the  loss  rate  was  attributed  to 
theft  and  is  not  included  in  the  estimate  of  potential 
EBT  liability  under  Regulation  E. 

3.  Fifty  percent  (50%)  of  the  mail  loss  rate  or  one  (1%) 
of  benefits  issued  was  attributable  to  replacement  of 
benefit  fraud  committed  by  recipients  and  this  is  the 
estimate  of  the  benefits  that  could  be  lost  to  fraud. 

4.  While  1%  is  used  as  a  baseline  loss  rate,  this  number 
is  believed  to  be  low  because;  a)  Corrective  actions 
were  to  some  extent  limiting  the  losses  in  the  mail 
system,  and;  b)  EBT  systems  will  expose  cash  benefits 
to  replacement  fraud  and  extra  cash  is  certainly  a  more 
tempting  target  than  more  food  benefits;  and  c)  the 
extra  food  benefits  obtained  by  fraud  will  be 
increasingly  subject  to  conversion  to  cash. 
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5.    Using  statistical  totals  for  State  Fiscal  Year  1992, 

our  best  estimate  of  potential  liability  is  calculated 
as  follows: 

*."  '    $335  million  AFDC  Cash  Benefits 

'.*'■        $  58  million  General  Public  Assistance  Cash  Benefits 
$309  million  Food  Benefits 
5702  million  Benefits  Issued 
x.Ol  potential  loss  rate  in  EST  under  Rea  E 
$7.02  million  in  Replaced  Benefits 
H-$500  Average  Cash  and  FS  Benefits  Replaced 
14,040  Yearly  Replacements 
X  S50  Recipient  Deductible 
$702,000  Liability  -co  Recipients 

$6,318,000  ANNUAL  LIABILITY  TO  THE  STATE  for 
replacement  of  benefits  alone.   Additional  administrative  costs 
bring  the  total  liability  to  the  state  to  about  $7.35  million. 

A  recent  study,  funded  by  the  U.S.  Treasury  Department, 
showed  a  similar  projection  for  potential  liabilities  to  states. 
Among  the  conclusions  were  several  that  we  support  in  this 
document: 

Irreconcilable  differences  in  the  operating 
environments  of  public  benefit  agencies  and 
financial  institutions  require  that  different 
rules  and  regulations  be  applied  to  each  operation 

Financial  institutions  have  successfully  managed 
risk/loss  under  Reg  E,  but  with  means  that,  (by 
law)  are  not  available  to  public  benefit  agencies. 

Using  similiar  assumptions,  their  final  projection  of 
possible  liabilities  to  the  states  supports  our  conservative 
estimate  that  Maryland's  annual  costs  in  this  area  could  exceed 
$7,000,000. 

ERROR  RESOLUTION 

Maryland  has  demonstrated  its  commitment  to  client  service 
by  its  implementation  of  EBT  statewide.   We  agree  with  the 
proposed  language  for  error  resolution  as  long  as  the  liabilitv 
provisions  of  the  regulation  are  not  adopted.   The  procedures  for 
error  resolution  that  are  used  in  Maryland  adhere  to  the 
standards  established  by  Regulation  E.   Programs  rules  also  give 
clients  an  appeals  process  to  use  when  they  want  a  higher  level 
decision  in  the  event  of  a  dispute. 

Client  calls  are  handled  by  department  staff  that  works  with 
banks,  merchants,  the  contractor  and  others  to  bring  the 
complaint  to  closure.  Currently,  DHR  staff  actively  assist 
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recipients  to  replace  benefits  that  are  the  result  of  ATM 
misfeeds,  cashier  error,  and  errors  made  by  local  department 
staff  or  the  state's  EBT  contractor.  ,_ 

The  costs  for  error  resolution  hov;ever,  become ' far  more 
inflated  when  the  investigative  needs  under  the  propof'ed  ■ 
liability  regulations  enter  the  equation.   By  opening  up  the 
potential  number  of  claims,  we  are  increasing  administrative 
costs  that  states  will  incur  in  carrying  out  the 
"investigations".   Attachment  II  provides  the  background 
information  to  support  our  assertion  that  it  will  cost  the  st£-e 
in  excess  of  $1,000,000  to  operate  an  investigation  staff  to 
handle  Regulation  E  claims.   It  is  likely  that  a  large  percentage 
of  these  investigations  will  ultimately  end  up  being  fruitless, 
from  the  states  perspective,  in  that  there  is  very  little  tha;: 
the  state  can  actually  do  that  is  cost  effective  to  refute  a 
claim.   In  addition,  with  a  time  frame  of  10  days  in  which  to 
make  a  decision  or  credit  the  recipient's  account,  the  state  will 
have  no  recourse  under  current  program  rules  to  recover  the  money 
in  the  event  a  claim  could  be  refuted  within  the  10  day  time 
period.   Welfare  benefits  cannot  be  "taken  back"  in  their 
entirety,  even  if  they  were  issued  erroneously.   Under  federal 
regulations  such  payments  can  only  be  "recouped"  from  future 
benefit  issuances  at  the  maximum  rate  of  10%  per  month.   In 
Maryland,  this  recoupment  is  limited  to  5%  of  the  monthly 
benefit.   The  state  would  rapidly  build  an  EBT  debt,  which  would 
be  costly  to  collect. 

RESPONSE  TO  OTHER  QUESTIONS  FROM  THE  BOARD 

1.  Preamble:   Paragraph  lb)    Issuance  of  Access  Devices  -  (paces 
716-717)  The  Board  solicits  comment  on  whether  stating  the 
restrictions  on  unsolicited  issuance  is  appropriate  or  necessary 
in  light  of  the  compulsory  nature  of  many  EBT  programs. 

State  Position  -  We  agree  that  a  recipient  has  reauested  an 
access  device  (Independence  Card)  by  virtue  of  their  request  for 
public  assistance  or  food  stamps,  v;hen  the  state  has  a  mandatorv 
electronic  benefits  transfer  system.   Further,  access  devices  are 
not  issued  without  the  client's  consent  since  they  must  select  a 
PIN  number  as  part  of  the  card  issuance  process.   Under  the 
Maryland  EBT  system,  a  recipient  is  never  issued  an  unsolicited 
access  device  (EBT  card). 

2.  Preamble:   Paragraph  fc^  -  Alternative  to  periodic  statement 

The  Board  solicits  comment  on  whether  more  complex  EBT 
systems  developed  in  the  future  (for  example,  allow  third  partv 
payments)  may  necessitate  periodic  statements. 
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.state  Position  -  We  do  not  believe  that  the  Board  should 
further  address  this  issue.    The  proposed  rule  appropriately 
acknowledges  that  recipients  in  a  federally  approved  EBT  system 
have  a  number  of  ways  to  get  to  their  balance  information  in  a 
more  timely  manner  than  that  afforded  by  a  periodic  statement. 
In  Maryland,  this  information  is  provided  on  all  receipts, 
through  a  toll-free  customer  service  number,  and  through  an 
audio-response  unit   number  accessible  by  a  touch  tone  phone. 
Recipients  go  through  intensive  training  that  explains  all  of 
their  balance  options.   It  should  be  noted  that  this  requirement 
cannot  be  forced  on  third  parties,  such  as  ATM  networks  and 
owners  who  do  not  routinely  provide  balances  on  receipts  unless 
the  recipient  specifically  requests  balance  information. 

3.  Preamble  -  Liability  -  This  liability  provision  places 
unlimited  liability  on  the  consumer  if  thev  do  not  renort  their 
losses  within  60  davs . 

State  Position  -  The  state  agrees  with  this  provision  since 
it  is  unlikely  in  a  welfare  environment  that  a  recipient  will  go 
for  60  days  without  reporting  a  suspected  loss.   The  state 
training  strongly  advises  recipients  to  closely  monitor  all 
receipts,  and  balance  inquiries,  thus  ensuring  the  likelihood 
that  they  will  report  suspected  problems  immediately. 

4 .  Preamble  -  Model  Disclosure 

Maryland  would  opt  to  disclose  information  to  recipienrs  at 
the  time  that  an  account  was  credited.   This  information  would 
have  to  be  identical  to  existing  program  requirements  for 
recovering  monies  since  current  regulations  do  not  allow  stare 
agencies  to  recover  all  of  a  benefit  regardless  of  whether  or  not 
it  was  credited  incorrectly.   The  Federal  Reserve  Board 
disclosure  notice  would  have  no  meaning  outside  of  financial 
institutions . 

SUl-lMARY 

Maryland  is  proud  of  its  status  as  the  nationwide  leader  in 
EBT.   We  stand  committed  to  continuing  to  offer  our  recipients 
what  we  consider  to  be  the  best  issuance  alternative  available 
today.   We  also  must,  however  remain  committed  to  the  taxpayers 
of  the  state.   Based  on  conservative  cost  estimates  in  excess  of 
$7,000,000  annually,  if  Regulation  E  were  enforced,  we  could  not 
continue  to  support  the  costs  of  EBT.   As  an  alternative  to  the 
full  application  of  Regulation  E,  the  State  of  Maryland  therefore 
proposes  that  the  recommendations  of  the  EBT  Steering  Commit-cee 
as  presented  at  the  January  1993  Board  meeting  be  adopted.   This 
alternative'  offers  protection  to  recipients  without  unduly 
burdening  states  operating  EBT  systems. 
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Should  the  Board  adopt  Regulation  E.as  proposed,  we  strongly 
endorse  a  transitional  period,  without  Regulation  E  application, 
of  18  months  to  allow  states  an  opportunity  to  revert  to  paper 
systems- without  incurring  liabilities. 

The  State  of  Maryland  appreciates  that  the  Federal  Reserve 
Board  proposed  Regulation  E  for  EBT  recipients  with  the  best 
intentions  of  improving  service  delivery.   Those  of  us  at  the 
state  level,  however,  believe  that  these  intentions  will  result 
in  the  unintended  consequence  of  halting  the  progress  made  to 
date  in  EBT. 


Sincerely,      ^ 

Carolyr/w.  Colvin 
Secretary 
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HI    I  rt  L  n  M  C  I  (I       1 


DHR  -  QUICK  FACTS 


.-.Dri],  1993 


DKR  Operating  Budget  -  S975.9  miliion 
DHR  Employees  -  5,846 


INCOME  MQ.INTENANCE  ADMI>nSTRATION 


(March,  1993) 

AFDC 

State  Cases 

£0,370 

Recipients 

222,031 

EaltLmore  City  ■ 

-  C< 

ases 

39,547 

Recipients 

111,622 

(151  of  Ciiy  pop-LilanonJ 

GPA/DAL? 

State  22,733 

Baltimore  City  18,333 

(2.5%  of  City  pcrLilancn) 


1    C-.5 


EAFC 

State  Cases 
Recipients 

FOOD  STA_M?S 

State  -  Certified  Households         147,369 
Baltimore  City  74,050 

Individual  Participants-Staee       343,975 
Baltimore  City  -  Cases  164,790 

(22%  of  Ciiy  pcpulanon) 

Average  monthly  doDar  value  c:  coupcns 

S2£, 734,017 

BENEFIT  LEVELS   (Hcverpjer,   1992) 
AFDC  Grant  -  Family  of  3  S359 

Food  Stamps  -  Family  of  3  3292 

DALP  -  (Individual)  S154 


(■ 


1990  Census  Population 
State  4,781,453 

Baltimore  City    735,014 
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29.613 

li.S09 

!<■  .3C  r 

20.<.22 

'>f\       1     1  '^ 
t>J  .  ■«  i  i 

2C.422 

20. (.22 

13.975 

9.i.>S 

9.i3.S 

3C.396 

33.365 

25. 331 

ReguiacLon   £   I.nvescigatocy  Scaciing  Tocil  Starap 

Scaca  '-/f fice: 

Supervisor,    fuil-cime.,  grade    15 

rood  ScOiTip   Spec,    fuil-ciae,    grade    10 

Pub   .Assise   Spec,    fuil-ciie.    grade    10 

Secrecary.    tull-ci.ne.    grade   9 

2   Ass:   A;c';rney   Cen.    full-cime.    gr-3de    19 

Large   LOSS'S    Ccocai.) 
(-\A.    Balco.    ."^onc.    ?'Z) : 

2  FS   I.T.escigacors.    fuil-cicie.   jrade   10  uo.SUU         i0.3i.i 

1  PA  Inv.!scigacors .    full-time,   grade   10  20.422  20. 

Balcinore   Cic/: 

Supervisor.    fulL-cime.    grade   12 

3  rS    Ir.vescigtCcrs .    full-cine,    grade    10 

2  ?A   l2ve;:iiCiors.    full-cime.    grade    10 

.RemainiP.g   IDS 3  '  s  : 

19   Ir.vesciiacors,    5CX   cine,    grade    10  I'Ji.OO?         97.005 


23.593 

11.3-7 

11. 

61.206 

ol . 266 

-0.3-i 

i-Z  . 

Tocal   Salaries  :      550.911  309. 5i5  2il.366 

cringe   Eer-.efics  3  31-  170.732  95.959  7i..22i 

Office   Supplies  3  5100/FT  pes  22.500  12.150  10.35': 

Kencal   Space   ?  511.    100   sq.ft. /pes  61.600  33.26i  23.336 

Telepr.or.e   Costs   ?  5625   each  35.000  13.900  15.10:; 

Cr.e  Tinie   Costs: 

-  telepr.or.e  purcr.ase  9  550   each 

-  teliphcr.e  install  3  SIOO   each 

-  office   ecuipraent  ?   Sl'^OO   each 

-  -Old   prccessor 

Total  Costs   -   1st   year  390.993        i.9b.<J2b        39^.0o3 

ir.cluding  OK  3  30-  1.153.291       6-6. CC3        5i:.;2c 


1.150 

5:1 

■'.  ^  -3 

2.300 

1.242 

i  .  0  5  3 

43.700 

23.593 

:o.  ;c: 

3  .050 

1.547 

•-.-z: 

Suasecuent   Ar.iiual  Costs  340.793        4o9.S13        370. 

including  Ci  P   30%  1.093.031       610.753        432 


Clains   Recordir.g: 


24   hour  state'-ide   'SCO"  liocline 

4.5   positions  at  grade  9  to  staff  phones 

A.-_Tjal  Costs 

including  OK  3  30% 

.Assunpticr.s ; 


45.000 

30.000 

15.000 

35.3S3 

57.210 

.23.173 

130.333 

37.210 

43.173 

169.504 

113.373 

>:;    t  f  "•. 

1-  of   the  average  nua'cer  of  aonthly  cases  are  assumed   to  file  a  ciai.'a 
that  <-'ill  be   investigated.      Based  on  FY   "92  numbers   for  food  staaips 
this    is   17.333   claias  and  for  public  assistance   this   is  9.732  claims. 

If   50-  of   the  claims  are  filed  in  Balciraore   this  would  be  in  average 
monthly  clai:nioad  of  724  and  406   respectively.     Investigators  are 
assuaed   to  be  able  to  handle  a  claimload  of  12  a  day  with  20  '.ock  days 
a  month. 

If   35'i  of    the   claims  are   filed   in   the    4    large   local  offices   this   ■-■ould 
be   an  average   monthly  claimload  of   507   and   234   respectively.      Staffing 
is   based  on    the   number  of   claims   without   regard   to  hou  they  '-ould  be 
distributed   to    the   local  offices. 

If    the    remaining  balance  of   the   claijjiload   is   assumed   to  be  distributed 
across    the    remaining  local  offices.      This   represents   an  average  monthly 
claimload  of   217  and  122   respectively.     This  claimload  level   is  assumed 
to  be  able   to  be  handled  by  a  50-  employee   in  each  local  office. 

Qcfsts   at   the    total   level  are   split   54i   to  Food  and  46i  to   PA  based  on 
/  12.25   of   22.5    positions  being   identified  as  handling  Food   related  claims 
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PREPARED  STATEMENT  OF  CARMEN  R.  NAZARIO 

I  am  Carmen  R.  Nazario,  Secretary  of  Health  and  Social  Services  for  the  State 
of  Delaware.  Thank  you  for  the  opportunity  to  participate  in  your  daliberatione  con- 
cerning Federal  and  State  efforts  to  use  technology  to  improve  service  and  cut  costs. 
This  is  indeed,  an  important  issue  of  public  policy  and  also  of  public  service  to  the 
citizens  we  serve.  I  want  to  commend  the  Committee  for  your  attention  to  this  topic. 

In  Delaware,  under  Governor  Carper's  leadership,  we  are  deeply  committed  to  the 
integration  and  simplification  of  the  assistance  we  provide  to  the  Degartment's  cli- 
ents. Governor  Carper  has  established,  by  Executive  Order,  a  Family  Services  Cabi- 
net Council  to  develop  a  statewide  family  strategy  to  assure  that  public  and  private 
initiatives  are  coordinated  and  focused  to  provide  the  support  and  assistance  needed 
to  strengthen  families  and  help  them  succeed. 

Let  me  start  by  providing  some  brief  background  about  the  structure  of  our  deliv- 
ery system. 

Service  Centers 

Two  decades  ago  we  began  colocation  of  services  in  an  attempt  to  assist  our  men- 
tal health  clients  due  to  the  fragmentation  of  services.  Today  we  have  service  cen- 
ters that  are  helping  to  integrate  services  for  all  our  clients.  The  \2  Service  Centers, 
four  of  which  are  major  centers,  and  the  other  eight  are  what  we  call  satellite  cen- 
ters. We  attempt  to  make  them  "one  stop"  as  much  a  possible.  We  locate  them  as 
close  to  the  community  as  possible,  hence,  we  have  more  smaller  centers  in  the 
rural  parts  of  the  State. 

Even  when  a  particular  center  does  not  offer  a  service  on  site,  staff  is  available 
for  referral  services.  Further,  we  expect  our  Service  Center  staff  to  be  personally 
networked  with  other  non-governmental  community  services.  Last  year  our  Service 
Centers  handled  601,017  chent  visits. 

To  the  extent  possible,  we  house  the  services  of  other  sister  agencies  as  well.  At 
various  locations  these  include  the  Departments  of  Correction,  Labor,  Public  In- 
struction, and  Department  of  Services  to  Children,  Youth  and  Their  Families.  Nu- 
merous non-government  agencies  are  also  collocated  within  our  Service  Centers,  in- 
cluding Head  Start,  Senior  Centers  and  Alcohol  and  Drug  Counseling  Programs. 

As  you  can  imagine,  great  care  is  taken  in  determining  exact  location  of  Service 
Centers  and  the  menu  of  services  to  be  offered  in  each.  The  quality  of  the  physical 
facility  is  important.  Considerable  investment  has  been  made  in  upgrading  the  ap- 
pearance of  older  facilities.  Clients  have  more  confidence  in  the  quality  of  the  pro- 
gramming inside  the  building  if  the  building  itself  is  inviting. 

We  often  find  that  a  client  comes  in  the  door  looking  for  one  service,  but  their 
success  may  be  enhanced  if  we  get  them  connected  with  some  others  to  which  they 
can  be  referred  within  the  same  Center.  For  example,  a  prenatal  clinic  client  may 
be  connected  to  WIC,  Food  Stamps,  Medicaid,  and  possibly  Child  Support  Enforce- 
ment. An  AFDC  client  may  get  connected  to  the  First  Step  employment  and  training 
program  and  parenting  education.  The  possibilities  are  endless.  The  single  location 
is  key. 

Information  Technology 

We  embrace  technology  as  another  of  our  key  resources.  It  has  allowed  us  to  en- 
dure growing  caseloads,  make  better  informed  management  decisions  in  our  rapidly 
changing  service  environment,  and  deliver  better  services  to  our  clients.  Over  the 
past  several  years  our  focus  has  been  to  develop  an  information  infrastructure  that 
is  sufficiently  flexible  to  adapt  to  both  a  changing  service  delivery  environment  as 
well  as  changing  technology. 

Perhaps  our  most  noteworthy  accomplishment  is  the  use  of  a  single  client  identi- 
fier that  allows  us  to  track  our  clients  across  all  our  programs  including  AFDC, 
Food  Stamps,  Medicaid,  Public  and  Mental  Health,  Child  Support,  and  services  to 
the  Aging  and  Physically  Disabled.  This  single  client  identifier  is  unique  to  Dela- 
ware. When  a  client  enters  our  service  center  or  other  facility  for  the  first  time,  he/ 
she  is  entered  into  our  Master  Client  Index.  The  index  includes  basic  demogr<9phic 
information  and  assigns  the  client  a  unique  identifying  number  that  is  used  by  all 
of  our  service  programs. 

There  are  several  benefits  to  this  type  of  index.  First,  it  allows  our  case  workers 
to  easily  monitor  on-line  the  client's  involvement  in  other  programs.  This  results  in 
improved  service  coordination  and  minimizes  service  duplication  and  redundant  in- 
formation collection.  Second,  it  allows  us  to  analyze  and  track  cross  program  service 
utilization.  Third,  it  enables  us  to  more  easily  interface  our  programs,  such  as  in 
the  case  of  AFDC  and  the  child  support  program. 
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Another  accomplishment  we  are  proud  of  in  Delaware  is  our  extensive  network 
of  personal  computers.  Today,  we  have  over  30  sites  networking  over  1500  personal 
computers.  Thousands  of  electronic  mail  messages  transverse  this  network  daily  and 
the  network  provides  access  to  a  wide  range  of  client  and  administrative  databases. 

I  must  add  that  technology  comes  with  its  attendant  costs.  In  the  past,  we  have 
too  often  thought  of  systems  as  a  one-time,  non-recurring  cost,  unlike  the  cost  of 
adding  new  staff.  But  as  I  recently  explained  at  a  state  budget  hearing,  systems  re- 
quire an  investment  of  base  budget  dollars  similar  to  our  human  resources.  Like 
many  other  states,  our  legacy  systems  that  handle  AFDC  payments,  and  child  sup- 
port need  rewriting  or  major  changes.  And  with  the  rapid  advances  in  technology, 
the  life  cycle  of  our  systems,  both  hardware  and  software,  are  getting  shorter  and 
shorter.  Ab  a  result,  state  and  federal  efforts  that  provide  start-up  funding,  but  do 
not  provide  for  continuing  operation  and  replacement  of  systems,  will  offer  only 
short-term  technology  fixes,  not  long  term  solutions. 

Human  Resources 

We  have  come  to  recognize  our  human  resources  as  critical  to  the  integration  of 
services.  By  this  we  mean  our  personnel  who  provide  direct  client  services  and  the 
staff  who  support  them.  The  Service  Centers  and  information  technology  only  exist 
to  facilitate  the  interaction  of  our  staff  and  our  clients. 

We  find  ourselves  placing  more  and  higher  expectations  on  our  staff.  Our  array 
of  programs  is  no  longer  "one  size  fits  all".  As  we  broaden  the  continuum  of  services 
we  depend  on  staff  to  take  the  measure  of  the  particular  client  need  and  refer  to 
the  appropriate  part  of  the  service  continuum.  If  we  are  succeeding  in  the  maximiz- 
ing part  of  our  client  commitment,  we  expect  to  see  the  client  move  through,  a  par- 
ticular part  of  the  continuum  to  another.  This  all  takes  staff  judgment. 

We  recognize  that  clients  have  complex  needs.  The  staff  expert  from  one  program 
area,  for  example  AFDC,  needs  to  know  a  little  something  about  the  other  programs 
and  access  requirements.  More  and  more  we  are  seeing  our  direct  client  staff  as  case 
managers.  Even  when  we  expect  something  less,  we  still  expect  staff  to  be  alert  and 
assertive  on  behalf  of  the  client. 

In  our  commitment  to  working  with  our  clients,  we  are  seeing  our  staff  more  often 
as  coaches,  helping  to  bring  out  the  best  the  client  or  family  can  achieve.  This  role 
for  a  social  worker,  for  example,  is  quite  different  than  just  being  an  eligibility 
worker.  It  takes  more  training,  but  is  often  the  more  rewarding  and  appealing  side 
of  the  job. 

Training,  automation,  and  a  supportive  organizational  climate  are  all  necessary 
ingredients  for  staff  to  successfully  work  across  both  internal  and  external  organiza- 
tional boundaries. 

Vision 

While  we  are  proud  of  our  accomplishments  in  Delaware,  we  recognize  there  is 
much  to  do.  Our  vision  of  how  we  deliver  our  services  in  the  future  has  three  compo- 
nents. 

Access 

The  Family  Services  Cabinet  Council  has  identified  those  elements  that  a  strong 
family  needs.  It  has  also  determined  that  a  fi"agmented  service  delivery  system  that 
tries  to  treat  individual  symptoms  and  problems,  rather  than  looking  at  a  family 
as  a  whole  and  giving  more  emphasis  to  prevention  is  a  barrier  to  strengthening 
families.  Therefore,  the  establishment  of  family  resource  centers,  often  in  existing 
institutions,  is  a  primary  goal  of  the  Council.  This  concept  is  the  natural  evolution 
and  growth  of  our  one  stop  shopping  concept.  We  are  bringing  it  up  to  a  higher  level 
to  encompass  true  integration  of  service  delivery;  to  recognize  that  a  service  center 
can  have  satellites  in  schools,  and  to  further  the  kind  of  electronic  linkages  between 
public  and  private  agencies  that  enable  a  case  manager,  or  family  resource  worker, 
to  function  effectively  in  working  with  an  entire  family. 

As  we  look  ahead  we  see  even  more  opportunities  to  take  our  services  to  people 
where  they  live  and  work.  Like  other  states,  we  are  experimenting  with  the  use  of 
electronic  kiosks  to  get  information  to  the  public  at  shopping  malls,  libraries  and 
other  public  locations.  Finally,  we  envision  a  future  where  interactive  television  will 
be  used  to  get  information  to  our  clients,  and  perhaps  even  enroll  them  in  some  of 
our  programs. 
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Ease  of  Application 

Even  with  advances  in  technology  such  as  multimedia  and  interactive  systems, 
our  clients  will  still  need  the  services  of  a  case  worker  in  most  instances.  Our  goal 
here  is  to  simplify  intake  to  one  worker/one  application.  We  envision  one  worker 
who  can  be  sensitive  to  all  of  the  needs  of  the  client  and  knowledgeable  enough  to 
tap  the  range  of  resources,  public  and  private.  We  envision  one  application  that  can 
collect  the  data  necessary  to  qualify  the  client  for  the  full  array  of  programs.  While 
the  critical  ingredient  here  is  a  well  trained  case  worker,  technology  can  facilitate 
this  through  knowledge-based  systems.  As  a  first  step  we  have  developed  an  on-line 
directory  for  our  case  workers  of  all  services,  public  and  private,  available  in  the 
State. 

Coordination 

Another  element  of  our  vision  is  improved  coordination  of  services.  Our  clients 
today  have  multiple  problems  which  often  require  many  different  service  providers. 
Coordination  among  these  providers  is  no  easy  task.  But  if  the  celebrated  "informa- 
tion highway"  bypasses  our  service  delivery  system  we  will  have  lost  an  important 
opportunity  to  improve  the. efficiency  and  effectiveness  of  our  services  More  flexible 
communications  systems  are  needed  to  enable  agencies  with  many  providers  to  work 
more  closely  with  those  providers.  An  example  is  our  program  for  identifying  and 
servicing  children  with  developmental  risks.  In  this  program,  we  have  established 
a  system  that  allows  hospitals  and  other  providers  to  coordinate  service  delivery 
using  a  central  database.  This  is  only  a  beginning,  and  far  more  sophisticated  com- 
munications systems  will  be  needed  to  support  the  complex  service  delivery  system 
that  has  grown  in  recent  years. 

In  these  times  when  we  are  asked  to  do  more  with  less,  technology  provides  us 
with  a  valuable  tool. 
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State  Service  Centers 

opening  the  Door  to  Client  Independence 


Client  Referred  by: 

FriencVRelative  55% 

Other  Agency  24% 

Media  4% 

Other  17% 


Major  Services  Offered: 

Social  Services 
Public  Health 
Mental  Health 
Drug  and  Alcohol 
Child  Support 
Aging 


♦The  State  Service  Centers  link  clients  who  come  from  many 
referral  sources  with  varying  problems  to  an  array  of  over  161 
different  opportunities  for  services. 

♦In  Fiscal  Year  1993  601,715  clients  visited  our  centers. 


Delaware  Health 
and  Social  Services 
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Strategic  Locations  to  Provide 

Access 


Wilmington 


♦Goal  of  15  minutes  to 
any  Service  Center 

♦Survey  indicated  that 
57%  of  clients  live  within 
five  miles  of  a  Center 

♦  Each  center  assigned 
specific  catchment  areas 
with  defined  census  tracks 

♦Centers  are  located 
where  the  need  is  the 
greatest 


/\     Major  Center 
n     Satellite  Center 


Delaware  Health 
and  Social  Services 
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Clients  are  Often  Involved  in  Many 

Programs 


100 


75 


50 


25 


Percent  of  Clients  Involved 

in  AFDC,  Food  Stamp, 

Medicaid  Programs 


Public 

Child 

Mental 

Day 

Health 

Support 

Health 

Care 

(WIC) 

♦Clients  often  have  many  needs  that  require  services  from  several 
programs. 

♦The  Master  Client  Index  allows  us  to  track  clients  across  programs 
and  generate  information  such  as  the  above  chart. 


Delaware  Health 
and  Social  Services 
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Statewide  PC  Network 


Wilmington 


♦Over  1500  PCs  support 
both  management  and 
case  workers. 

♦Over  30  facilities 
connected  via  wide  area 
network. 

♦Network  provides: 

♦E-mail 

♦Access  to 
Databases 

♦File  Sharing. 

♦Network  hooks  to  other 
state  agencies  enhancing 
coordination. 


n    Local  Area 
Network 


Delaware  Health 
and  Social  Services 
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PREPARED  STATEMENT  OF  MR.  PORTERFIELD 

Mr.  Chairman,  Members  of  the  Subcommittee,  and  Ladies  and  Gentlemen.  Good 
morning  and  thank  you  for  the  opportunity  to  appear  before  you  today.  Your  letter 
inviting  me  to  appear  here  stated  that  the  EnviroText  Project  is  an  exciting  innova- 
tion in  providing  access  to  environmental  rules  and  regulations.  I  wholeheartedly 
agree  with  you. 

My  presentation  today  consists  of: 

a.  A  prepared  statement  which  addresses  what  EnviroText  is,  the  rationale, 
need  for  and  background  of  EnviroText  and  what  EnviroText  contains. 

b.  Concluding  this  statement,  we  will  demonstrate  EnviroText  for  you.  We  are 
connected  to  your  monitors  with  a  lap  top  computer.  A  member  of  my  staff,  Mr. 
Jeff  Lucas,  will  connect,  through  a  telephone  line  to  Champaign,  Illinois  and 
present  environmental  requirements,  real  time  on  the  screen  for  you  to  see.  We 
have  prepared  a  brief  search  scenario,  which  will  give  you  an  overview  of 
EnviroText.  In  the  interest  of  time,  we  have  not  structured  this  scenario  to 
show  you  the  total  depth  and  power  of  EnviroText's  search  capability.  When  we 
have  concluded  the  demonstration,  we  will  be  happy  to  answer  your  questions. 
If  you  wish  to  learn  more  about  the  depth,  strengths  and  details  of  EnviroText, 
we  will  be  happy  to  meet  in  your  offices  with  your  staff  at  a  time  convenient 
to  you. 

c.  At  the  conclusion  of  the  live  demonstration,  I  suggest  several  ideas  for  the 
further  development  of  EnviroText. 

EnviroText  is  short  for  EnviroText  Retrieval  System.  EnviroText  consists  of  a 
computerized  information  retrieval  system  with  a  large  database  of  environmental 
requirements.  It  literally  is  a  desk  top  environmental  requirements  library.  It  is  an 
EPA  initiated,  multi-agency  supported  system  housed  at  the  University  of  Illinois 
at  Champaign.  The  computer  program  for  EnviroText  and  much  of  the  database  has 
been  developed  by  the  U.S.  Army  Corps  of  Engineers,  Construction  Engineering  Re- 
search Laboratory  (CERL)  at  Champaign,  Illinois. 

One  of  the  documents  I  have  provided  you  is  a  small  brochure  which  briefly  intro- 
duces EnviroText.  You  will  note  that  this  brochure  asks  the  question  of  "How  clean 
is  clean?"  The  answer  to  that  question  is  another  question.  To  which  law  do  you 
wish  to  clean  a  particular  site?" 

I  am  sure  this  subcommittee  would  be  the  first  to  agree  that  a  multitude  of  envi- 
ronmental requirements  have  been  promulgated  over  the  years  since  the  passage  of 
the  National  Environmental  Policy  Act  (NEPA).  In  fact,  these  twenty-three-plus 
years  have  seen  an  "explosion"  in  environmental  legal  requirements.  Today,  literally 
thousands  of  statutes,  regulations,  cases,  policies,  and  other  legal  requirements  cre- 
ate a  landscape  which  complicates  interpretation,  enforcement,  compliance,  and  sub- 
sequent lawmaking.  Some  learned  practitioners  claim  environmental  law  has  ex- 
ceeded the  complexities  of  the  internal  revenue  code. 

The  cumulative  impact  of  all  relevant  and  numerous  sources  of  law  form  an 
interlocked  system  of  legal  requirements  which  must  be  considered  when  faced  with 
an  environmental  problem.  In  order  to  fully  appreciate  the  magnitude  of  this  chal- 
lenge, let  me  reiterate  the  sources  of  federal  law  which  must  be  dealt  with  in  each 
environmental  case. 

Under  the  federal  sources  of  law  there  are: 

Executive  Branch 

Executive  Orders:  Orders  issued  by  the  President  as  an  administrative  procla- 
mation. 

Regulations:  Specific  requirements  are  developed  and  implemented  by  an  appro- 
priate department  or  agency  as  a  means  of  implementing  statutes. 

Administrative  Orders  and  Rulings:  Certain  administrative  boards  have  the 
legal  authority  to  resolve  disputes  arising  from  laws  within  the  jurisdiction  of  that 
particular  department  or  agency. 

International  Treaties:  Are  negotiated  under  executive  branch  authority  (nor- 
mally the  State  Department)  and  submitted  to  the  Senate  for  ratification. 

Interagency  Agreements:  Agreements  are  negotiated  between  departments  and 
agencies  and  may  cover  a  wide  variety  of  issues  and  programs. 

Legislative  Branch 

Statutes:  Laws  passed  directly  by  Congress,  and  to  be  implemented  by  a  specific 
department  or  agency. 
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Articulated  Regulation:  The  recent  trend  in  legislation  has  been  for  Congress 
to  include  many  specific  requirements  within  the  statute,  rather  than  requiring  the 
implementing  (department  or  agency  to  guess  as  to  the  intent  of  Congress. 

Legislative  Override  by  Caselaw:  The  legislature  is  supreme  in  that,  absent 
unconstitutional  matters,  legislation  may  override  caselaw  interpretations  by  chang- 
ing the  statute. 

Judicial  Branch 

Caselaw  Interpretation:  Affects  the  impact  of  the  law  in  the  jurisdiction  in 
which  the  decision  is  issued. 

Declaration  of  Unconstitutionality:  There  are  occasions  when  a  particular 
law  is  determined  to  be  unconstitutional,  and  therefore  not  valid. 

In  addition  to  all  the  above,  we  have  50  states  and  4  territories  plus  the  District 
of  Columbia  with  their  own,  equally  complicated  laws  and  regulations.  We  have 
interstate  compacts,  interbasin  agreements,  aquifer  compacts,  substance  concentra- 
tion requirements,  etc. 

The  EPA  Superfund  Program  recognized  this  dilemma  and  developed  a  new  acro- 
nym, ARARs.  ARARs  means  applicable  or  relevant  and  appropriate  requirements. 
The  process  of  defining  ARARs  became  a  very  time  consuming  and  laborious  proc- 
ess. In  fact,  it  created  a  lot  of  "billable  hours"  for  lawyers  and  consultants.  Again, 
the  superfund  program,  recognizing  the  need  to  do  a  more  accurate,  timely  and  cost 
effective  job  of  defining  ARARs,  decided  to  build  a  computerized  tool.  Therein  lies 
the  birth  of  EnviroText. 

This  project  was  initiated  in  FY91  as  a  joint  effort  between  EPA  and  DOE. 
EnviroText  is  now  a  multi-agency  project  with  DOE,  DOD,  U.S.  Army,  DOI  and 
DOJ,  providing  monies  to  EPA.  EPA  in  turn  funds  CERL  through  a  grant  to  develop 
and  bring  on  line  EnviroText. 

We  have  identified  some  150  federal  environmental  laws  which  represent  the  ma- 
jority of  federal  environmental  requirements.  These  150  federal  laws  have  been  ab- 
stracted into  layman's  terms  and  both  the  abstracts  and  full  text  are  now  on  line. 
When  EnviroText  is  fully  implemented,  it  will  contain: 

Abstracted  Federal  Laws 

Full  Text  Federal  Laws 

Full  Text  State  Laws  (not  now  available) 

Federal  Facilities  Compliance  Act 

Abstracted  Federal  and  State  Regulations 

Full  Text  Federal  Regulations 

Full  Text  State  Regulations  (not  yet  available) 

Federal  Register  (not  yet  available) 

Unified  Agenda  of  Federal  Regulations 

Congressional  Record  (not  yet  available) 

Congressional  Update  (not  yet  available) 

U.S./Indian  Treaties 

Indian  Tribal  Codes  (not  yet  available) 

International  Agreements  (not  yet  available) 

International  Treaties  (not  yet  available) 

NCP 

Compendium  of  Superfund  Publications 

ARARs 

RODs 

National  Register  of  Historic  Places 

State  Historic  Preservation  Officers 

Wetlands  Fact  Sheets  and  Information 

Outstanding  Rivers  List 

River  Conservation  Directory 

40  Most  Asked  Questions  on  NEPA 

Executive  Orders  and  Presidential  Proclamations 

Report  of  National  Performance  Review 

Revision  of  0MB  Circular  No.  A-130 
We  have  recently  completed  the  Beta  text  of  the  system  and  EnviroText  is  now 
in  the  pilot  phase.  The  purpose  of  a  B-Test  is  to  uncover  any  quirks,  bugs,  and  user 
hostile   aspects  of  a  given   computer  program.   The   schedule   currently  calls  for 
EnviroText  to  go  on  line  as  a  fully  operational  program  in  the  fall  of  1994. 

Mr.  Chairman,  I  have  worked  in  both  the  federal  government  and  the  environ- 
mental and  information  consulting  world  for  over  thirty  years.  I  have  seen  a  lot  of 
federal  programs  come  and  go.  I  have  seen  the  "wheel  reinvented"  several  times. 
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However,  in  the  last  two  years,  I  have  had  the  privilege  to  work  on  two  federal  pro- 
grams which  are  outstanding  successes.  EnviroText  is  one  of  those  programs. 

The  EPA  Superfund  Program  has  received  criticism  for  many  things.  However,  I 
firmly  believe  the  superfund  program  office  should  be  a  given  a  big  pat  on  the  back 
for  recognizing  the  magnitude  of  the  problems  associated  with  ARARs,  and  develop- 
ing a  tool  to  assist  in  resolving  the  ARARs  deleniation. 

The  Construction  Engineering  Research  Laboratory  (CERL)  of  the  U.S.  Army 
Corps  of  Engineers  has  done  an  outstanding  job  in  developing  and  implementing 
EnviroText  and  other  computerized  management  tools.  However,  there  is  little 
CERL  can  do  without  continued  support  and  funding  from  the  supporting  agencies. 
There  are  currently  some  areas  of  the  EnviroText  development  for  which  CERL  is 
underfunded. 

Certainly  the  EPA  should  be  the  best  source  of  environmental  requirements.  They 
do  not  know  themselves  how  many  regulations  they  have  promulgated.  If  I  may 
quote  from  a  statement  made  by  the  EPA  Administrator,  Ms.  Carol  Browner,  in 
September  1993: 

We  all  know  that  environmental  laws — and  therefore  environmental  reg- 
ulations— are  growing  more  and  more  complicated.  It's  even  complicated  to 
find  out  what  the  rules  are.  Local  officials  have  pointed  out  that  the  right 
information  has  been  very  difficult  to  find,  and  then  when  they  do  find  it, 
it's  very  confusing.  As  a  result,  one  of  the  first  things  EPA  needs  to  do  is 
let  everyone  know  just  what  they  are  responsible  for  in  a  way  they  can  un- 
derstand. 
If  I  could  speak  with  Ms.  Browner  I  would  say,  you've  got  it.  EnviroText  works! 
Use  it!  Support  it!  Because  of  agency  inaction  during  what  appears  to  be  a  pro- 
longed reorganization,  EnviroText  may  be  delayed  but  hopefully  will  not  die. 

Mr.  Chairman,  with  your  permission  we  will  now  demonstrate  EnviroText.  After- 
wards, I  would  like  to  offier  a  few  closing  remarks. 

Mr.  Chairman,  the  Superfund  Program's  charter  is  somewhat  more  limited  than 
EPA's  overall  charter.  EnviroText  should,  at  the  very  least,  be  elevated  to  an  overall 
agency  program  and  adequately  supported. 

EnviroText  is  a  system  which  should  be  available  to  governments,  industry,  for- 
eign countries,  and  international  organizations.  We  demonstrated  EnviroText  at  the 
1992  superfund  conference.  One  attendee  from  the  Swedish  Government  was  there 
to  learn  more  about  the  U.S.  regulations  on  concentration  of  specific  polluting  sub- 
stances. His  job  was  to  re-write  some  of  the  Swedish  regulations.  We  ran  a  quick 
search,  found  what  he  wanted,  printed  it  out  and  he  went  away  happy.  In  fact,  EPA 
received  a  nice  letter  of  thanks. 

EnviroText  will  not  (in  my  estimation)  meet  the  scheduled  goal  to  be  "on-line"  in 
late  1994  and  beyond,  the  way  things  are  now.  During  the  EPA  reorganization, 
practically  all  work  on  EnviroText  has  ceased.  The  money  is  there,  the  hours  are 
there,  the  contractor  and  grants  are  in  place,  but  there  seems  to  be  no  one  there 
to  (throw  the  switch)  and  sign  the  papers.  Since  there  is  a  crying  demand  for 
EnviroText  on  the  part  of  Governments — Federal,  State,  local  and  even  the  private 
sector,  I  can  only  hope  that  someone  someplace  else  doesn't  spend  a  lot  of  money 
in  the  interim,  reinventing  "this  wheel." 

Mr.  Chairman,  your  invitation  to  me  to  speak  here  today  asked  that  I  talk  about 
how  the  EnviroText  system  could  simplify  compliance  for  businesses.  Sir,  I  believe 
the  time  has  come  for  a  coming  together  of  information.  There  are  more  manage- 
ment information  systems  for  environmental  issues  than  one  could  ever  have  imag- 
ined a  few  short  years  ago.  My  company  recently  conducted  a  study  of  DOD  and 
DOE  concerning  their  programs  in  pollution  prevention  and  mechanisms  for  keeping 
track  of  their  progress.  We  identified  and  evaluated  some  206  separate  information 
systems.  EPA  alone  has  published  a  directory  of  all  their  information  systems. 

In  my  ojpinion  a  separate  project  office  should  be  established  which  could  cut 
across  all  federal  offices,  bring  together  the  best  parts  of  the  various  systems  and 
put  into  place  one  environmental  information  system.  This  system  would  have  two 
parts:  (Da  requirements  part  (EnviroText  already  has  that),  and  (2)  a  technology 
part.  (There  are  numerous  technology  and  technology  transfer  systems  which  would 
be  quickly  combined.)  This  mega-environmental  information  system  would  have  a 
service  center  manned  with  technically  competent  professionals  where  people  desir- 
ing information  could  contact  the  service  center,  the  service  center  would  query  the 
system  and  provide  the  answers.  This  could  be  run  on  a  "users-fee  basis."  It  has 
been  shown  that  an  average  professional  making  a  query  of  an  information  system 
takes  about  8  minutes.  A  computer  can  do  the  same  query  in  about  30  seconds.  A 
service  center  staffed  with  competent  people  and  equipment  with  expert  systems 
would  be  far  more  cost  effective. 
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When  the  mega-environmental  information  system  concept  has  been  finalized,  a 
competitive  procurement  process  should  be  initiated  between  private  enterprises, 
not-for-profit  organizations,  and  educational  institutions  to  implement  the  system. 

Note  Mr.  Chairman  that  there  is  currently  no  schedule  for  EnviroText  being  avail- 
able to  businesses.  ,    ^  ^„  u  i     • 

Thank  you  again  for  the  opportunity  to  appear  before  you.  If  we  may  help  in  any 
way  we  will  be  more  than  happy  to  do  so  and  I  am  happy  to  answer  any  questions. 
Let  me  also  reiterate  that  we  will  be  happy  to  meet  with  members  of  your  statt  to 
further  explore,  describe,  and/or  demonstrate  EnviroText. 
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